HEALTH SERVICES AND DEVELOPMENT AGENCY MEETING

NAME OF PROJECT:

PROJECT NUMBER:

ADDRESS:

LEGAL OWNER:

OPERATING ENTITY:

CONTACT PERSON:

DATE FILED:

PROJECT COST:

FINANCING:

FEBRUARY 27, 2013
APPLICATION SUMMARY
The Center for ENT, Laser & Cosmetic Surgery, LLC
CN1210-054

310 Colloredo Boulevard
Shelbyville, (Bedford County), TN 37160

The Center for ENT, Laser & Cosmetic Surgery, LLC
310 Colloredo Boulevard

Shelbyville, (Bedford County), TN 37160

Not Applicable

E. Graham Baker, Jr., Attorney
(615) 370-3380

October 15, 2012
$93,000.00

Cash Reserves

PURPOSE FOR FILING  Addition of orthopedic and podiatry surgery to an

DESCRIPTION:

existing ambulatory surgical treatment center limited
to ENT, laser, cosmetic, and ophthalmic surgery

The applicant, The Center for ENT, Laser and Cosmetic Surgery (the Center), an
existing ambulatory surgery treatment center (ASTC) with two (2) operating
rooms is seeking approval to add orthopedic and podiatry surgery to its existing
ASTC, which is currently limited to ENT, laser, cosmetic, and ophthalmic
surgery, located at 310 Colloredo Boulevard, Suite B, Shelbyville (Bedford
County), TN 37160. No other health services will be initiated or discontinued.

Center for ENT, Laser & Cosmetic Surgery, LLC

CN1210-054
February 27, 2013
PAGE1



Service Specific Criteria and Standard Review

AMBULATORY SURGICAL TREATMENT CENTER

1. The need for an ambulatory surgical treatment center shall be based
upon the following assumptions:
a. An operating room is available 250 days per year, 8 hours per day.

The applicant indicates ASTC will continue to operate 250 days per
year, 8 hour per day.

It appears that this criterion is met
b. The average time per outpatient surgery case is 60 minutes.

The applicant indicates the procedures in this practice will average
less than 60 minutes per surgery case.

It appears that this criterion is met

c. The average time for clean up and preparation between outpatient
surgery cases is 30 minutes.

The applicant indicates the average cleanup between procedures is
less than 30 minuftes.

It appears that this criterion is met

d. The capacity of a dedicated, outpatient, general-purpose
operating room is 80% of full capacity. That equates to 800 cases
per year.

The applicant projects 602 cases in the first year and 646 cases in the
second year in a 2-Operating Room ASTC,
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It appears that this criterion is not met

Unstaffed operating rooms are considered available for
ambulatory surgery and are to be included in the inventory
and in the measure of capacity

A review of the Joint Annual Reports over the period of the latest
three years reveals that all rooms reported in the Joint Annual
Reports have been counted in the analysis in this application.

It appears that this criterion has been met.

2. “Service Area” shall mean the county or counties represented by the
applicant as the reasonable area to which the facility intends to provide
services and/or in which the majority of its service recipients reside.

The applicant identifies Bedford, Coffee and Lincoln Counties as the
proposed project’s primary service area. Seventy-seven percent of
the patients in the physicians’ practice associated with the proposed
project reside in these counties as reported by the applicant and
verified by the Tennessee Department of Health, Office of Health
Statistics.

It appears that this criterion has been met.

3. The majority of the population of a service area for an ambulatory

surgical tre
the facility.

atment center should reside within 30 minutes travel time to

The applicant’s facility is in Shelbyville in Bedford County so that
the population of Bedford County is within 30 minute travel time.
Travel time from portions of Lincoln and Coffee County are beyond
30 minute travel time, so that the majority of the service area
population appears to be beyond 30 minute travel time.

It appears that this criterion has not been met.
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4. All applicants should demonstrate the ability to perform a minimum of
800 operations and/or procedures per year per operating room and/or
procedure room. This assumes 250 days x 4 surgeries/procedures x .80.

The applicant performed an average of 187 cases per operating room
in 2011. The applicant reports the lone surgeon for the two
operating rooms, Dr. Canonico, had major surgery in 2011 resulting
in a decrease in the number of surgeries performed. The applicant
projects 602 cases in the first year and 646 cases in the second year
based on EN'T, orthopedic, and podiatry procedures.

It appears that this criterion has not been met.

5. A certificate of need (CON) proposal to establish a new ambulatory
surgical treatment center or to expand the existing services of an
ambulatory surgical treatment center shall not be approved unless the
existing ambulatory surgical services within the applicant’s service area
or within the applicant’s facility are demonstrated to be currently
utilized at 80% of service capacity. Notwithstanding the 80% need
standard, the Health Services and Development Agency may consider
proposals for additional facilities or expanded services within an
existing facility under the following conditions: proposals for facilities
offering limited-specialty type programs or proposals for facilities
where accessibility to surgical services is limited.

The four ASTCs within the applicant’s proposed primary service
area have performed in 2011 at an average of 108.1% of the
Guidelines for Growth ASTC utilization standard of 800
cases/roomy/year.

It appears that this criterion has been met.

6. A CON proposal to establish an ambulatory surgical treatment center or
to expand existing services of an ambulatory surgical treatment center
must specify the number of projected surgical operating rooms to be
designated for ambulatory surgical services.
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The applicant currently has two (2) operating rooms and expects
the volume added by the two additional specialties can be absorbed
in the existing operating rooms.

It appears that this criterion has been met.

7. A CON proposal to establish an ambulatory surgical treatment center or
to expand existing services of an ambulatory surgical treatment center
must project patient utilization for each of the first eight quarters
following completion of the proposed project. All assumptions,
including the specific methodology by which utilization is projected,
must be clearly stated.

The applicant provides projected utilization for the first eight
quarters after project completion on page 8 of the first
supplemental response. The applicant bases projections based on
two surgeons desiring privileges at the applicant’s ASTC.

It appears that this criterion has been met.

8. A CON proposal to establish an ambulatory surgical treatment center or
to expand the existing services of an ambulatory surgical treatment
center must project patient origin by percentage and county of
residence. All assumptions, including the specific methodology by
which utilization is projected, must be clearly stated.

The applicant’s patient origin is based on the applicant ASTC's
current patient origin. The applicant’s current patient origin
includes Bedford, Coffee, and Lincoln Counties accounting for
77% of all patients.

It appears that this criterion has been met.
SUMMARY:

The applicant facility is an existing 4,041 square foot building with two (2)
operating rooms and is the only ASTC located in Bedford County. This ASTC is
limited to providing ENT, laser, cosmetic, and ophthalmic surgery. The ASTC
was first approved (CN9910-088A) at the January 26, 2000 Health Facilities
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Commission meeting for a one (1) operating room ASTC limited to ENT, laser,
and cosmetic surgery. The applicant states that Bedford County Hospital
opposed the application, requested a contested case hearing but did not pursue
the case. The applicant filed a CON application in 2005 (CN0503-022A) that was
approved at the June 22, 2005 Agency meeting to add a second operating room
and become a multi-specialty ASTC by removing the condition of limiting
surgery to ENT, laser and cosmetic surgery. The applicant states that the local
hospital opposed the application, requested a contested case hearing and was in
litigation for almost three years. A compromise was struck between the
applicant and the local hospital whereby the applicant would add the second
operating and add only ophthalmology to its list of approved surgical
procedures.

The proposed project is requesting the addition of orthopedics and podiatry to
its list of approved surgical procedures. The applicant indicates that the
additional volume generated from these specialties can be absorbed within the
two existing operating rooms and can be accomplished by the addition of a used
C-Arm at a cost of $40,000. The applicant also notes in the first supplemental
response that each existing operating room has 403 gross square feet and is large
enough to take on orthopedic surgery.

The applicant was asked to provide the rationale for adding orthopedic and
podiatric surgery. In the first supplemental response the applicant identified Dr.
Wayne Mosley, an orthopedist, and Dr. Russell Oliver, a podiatrist, who have
expressed interest in being added to the staff of the ASTC. The applicant states
that Dr. Mosley is losing 6 patients per week by not having access to an ASTC
due to patients” insurance policies requiring outpatient surgery in an ASTC and
/or patients not wanting surgery at the local hospital. The applicant also notes
that Dr. Oliver has difficulty in using the local hospital since podiatrists need a
staff physician to clear all patients for surgery. The applicant also stated that
some of Dr. Oliver’s patients do not wish to have their surgery at the hospital
due to higher costs.

It was noted in the request for supplemental information that the applicant
facility had not performed ophthalmic, laser, or cosmetic surgery for several
years. The applicant responded that the ophthalmologist that previously utilized
the ASTC had left the county. With regards to plastic surgery the applicant
stated that the plastic surgeon that was utilizing the ASTC left because he was
not able to perform general surgery at the ASTC.
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The Center for ENT, Laser, and Cosmetic Surgery, LLC is solely owned by Dr.
Domenic Canonico. The ASTC was originally formed in January 1999 under the
name Shelbyville Surgery Center, Inc. The owner subsequently changed the
name of the LLC by amendment with notice to the Tennessee Secretary of State’s
office on September 10, 1999. The applicant leases the surgery center from the
Domenic Michael Canonico Family Limited Partnership which is 100% owned by
Domenic Michael Canonico. Dr. Canonico is a board certified Ear, Nose and
Throat specialist.

The applicant’s existing primary service area includes Bedford, Coffee, and
Lincoln Counties. The applicant expects the service area to remain the same as
these three counties account for 77% of the applicant’s patient origin.

Based upon population information from the Tennessee Department of Health,
the total population of the primary service area is projected to increase 4.4%
between 2013 and 2017 from 138,421 to 144,525. The State of Tennessee total
population is expected to grow 3.3% during this same time period. TennCare
enrollees account for 20.2% of the total population in the service area. This
compares to 19.1% for the State of Tennessee overall.

There are five ASTCs in the service area. The applicant’s ASTC is located in
Bedford County and the other four ASTCs are located in Coffee County. One
ASTC is limited to radiation therapy and will not be included in this analysis.
The historical utilization for the applicant’s ASTC and the other three providers
can be found in the table below:
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Facility(#ORs/ ENT | Laser/ Ophthalmology | Orthopedic | Podiatry | Other | Facility
PRs)/Specialty) Cosmetic Total
Center for ENT,
Laser, Cosmetic (2) |
2009 Patients 383 0 0 0 0 0 383
2010 Patients 400 0 0 0 0 0 400
2011 Patients 374 |0 0 0 0 0 |37
'09-11 % Change |-23% |0 0 0 0 0 | -2.3%
% Spec. Tot. (2011) |37.7% [0 |0 0 0 0 5.4%
% Fac. Tot. (2011) | 100% | 0% 0% 0% 0% 0% 100%
% of GIG* (2011) 23.4%
Center for Day
Surgery (1)
2009 Patients 581 124 438 0 0 1,143
2010 Patients 560 100 419 0 0 2 1,081
2011 Patients 619 96 478 0 0 0 1,193
‘09-11 % Change | 6.5% |-22.6% 9.1% 0% 0% 0% 4.4%
% Spec. Tot. (2011) | 62.3% | 100% 26.8% 0% 0% 0% 17.2%
% Fac. Tot. (2011) | 51.8% | 8.1% 40.1% 0% 0% 0% 100%
% of GfG* (2011) 149.1%
Crown Surgery
Center (2)
2009 Patients 0 0 0 0 0 577 577
2010 Patients 0 0 0 0 0 350 350 |
2011 Patients 0 0 0 0 0 274 274
‘09-11 % Change | 0% 0% 0% 0% 0% -52.5% | -52.5%
% Spec. Tot. (2011) | 0% 0% 0% 0% 0% 7.7% 7.7%
% Fac. Tot. (2011) | 0% 0% 0% 0% 0% 100% | 100%
% of GfG* (2011) 17.1%
Tullahoma
Surgery Center (3)
2009 Patients 0 0 1,202 307 0 4525 |6,034
2010 Patients 0 0 1,111 301 0 4,082 |5,494
2011 Patients 0 0 1,307 422 59 3,291 | 5,079
‘09-11 % Change | 0% 0% 8.7% 37.5% NA -27.3% | -15.8%
% Spec. Tot. (2011) | 0% 0% 73.2% 100% 100% 923% |73.4%
% Fac. Tot. (2011) | 0% 0% 25.7% 1.2% 1.2% 64.8% | 100%
211.6%

% of GIG* (2011)

Source: 2009-2011 Joint Annual Reports (JAR)
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Based on the data in the chart above:

e The applicant, Center for ENT, Laser, and Cosmetic Surgery, only
performed ENT surgeries 2009-2011. In 2011 those ENT procedures
accounted for 37.7% of the ENT procedures performed in ASTCs located
in the service area. This facility is operating well below the Guidelines for
Growth utilization standard of 800 cases per operating room.

e Center for Day Surgery performed mainly ENT, cosmetic, and
ophthalmology procedures 2009-2011. In 2011 these ENT procedures
accounted for 62.3% of the ENT procedures performed in ASTCs located
in the service area. This facility accounted for 100% of cosmetic surgery
performed in service area ASTCs and 26.8% of ophthalmology
procedures. ENT accounted for over 50% of the procedures performed at
this facility while Ophthalmology for 40.1%, and cosmetic 8.1%. This
facility is operating above the Guidelines for Growth utilization standard
of 800 cases per operating room. This ASTC experienced a 4.4% increase
in volume between 2009 and 2011.

e Crown Surgery Center only performs dental procedures and is operating
well below the Guidelines for Growth utilization standard of 800 cases per
operating room.

e The Tullahoma Surgery Center performed ophthalmology, orthopedic,
podiatry, and other procedures which included dental, endoscopy,
general surgery, and pain management. This facility’s ophthalmology
procedures accounted for 73.2% of the ophthalmology procedures
performed in service area ASTCs, 100% of orthopedic surgeries, and 100%
of podiatry procedures. This facility did not perform ENT or cosmetic
surgery procedures. Other Procedures accounted for 64.8% of the
procedures performed at the facility while ophthalmology accounted for
25.7% and orthopedics and podiatry each accounted for 1.2%. This facility
is operating above the Guidelines for Growth utilization standard of 800
cases per operating room but experienced a 15.8% decline in volume
between 2009 and 2011.

The following chart highlights the outpatient surgery trends for hospitals in the
service area. Please note that the Joint Annual Report for Hospitals does not
report surgical procedures by specialty.
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Hospital County 2009 OP 2010 OP 2011 OP ’09-11%
| Cases Cases Cases Change
Heritage Med. Center | Bedford 1,550 1,738 2,349 +51.6%
| Harton Reg. MC Coffee | 4,050- 4,525 5,816 +43.6%
M.C. Of Manchester Coffee 720 493 492 -31.7%
United Regional M.C. | Coffee *719 1328 533 -25.9%
Lincoln Med. Cntr. | Lincoln 895 719 770 -14.0%
TOTAL 7,934 8,803 9,960 +25.5%

*Only reported procedures in 2009
Source: 2009-2011 JAR

The chart above indicates that there are five hospitals in the service area.
Outpatient surgeries have increased significantly for two of the hospitals from
2009-2011 while three of the hospitals have experienced a decline. Overall
outpatient surgery cases for service area hospitals have increased 25.5% between
2009 and 2011.

The applicant’s projected volumes by specialty are displayed in the table below:

Facility(#ORs) ENT | Laser/ Ophthalmology | Orthopedic | Podiatry | Other | Facility

/Specialty Cosmetic Total

Center for ENT,

o R T TN s

Year 1 Patients 342 0 0 248 12 0 602

Year 2 Patients 358 0 0 270 18 0 646

% Fac. Tot. (Year 2) | 55.4% | O 0 41.8% 2.8% 0 100%
40.4%

% of GfG* (Year 2)

Source: CN1210-054

The applicant projects procedures in ENT, orthopedic, and podiatry during the
first two years of operation after project approval. The applicant’s surgery
patient mix is projected to be 55.4% ENT, 41.8% orthopedic, and 2.8% podiatry.
The applicant’s projected volume will only reach approximately 40% of the
Guidelines for Growth utilization standard.

The project’s Medicare and TennCare net revenues in Year One are projected at
$121,788 (16%) and $334,916 (44%), respectively. Approximately 39% of net
revenue will come from commercial insurance. The applicant is contracted with
the Middle Tennessee TennCare MCOs AmeriGroup, UHC Community Plan,
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and TennCare Select. In 2011 based on only ENT cases, the payor mix was 55%
TennCare, 9% Medicare, and 34 % Commercial.

The average gross charge is $3,832/case in Year One and $3,753 in Year Two.
The average net charge is estimated to be $1,264/case in Year One and $1,239 in
Year Two.

The projected 602 cases will produce Gross Operating Revenues (GOR) of
$2,306,587 in the first year of operation, growing to 646 cases and $2,424,740 GOR
in year two. Deductions from Operating Revenue of 67% will reduce the Net
Operating Revenue (NOR) to $761,173 in the first year and $800,164 in the second
year. Net Operating Income of $9,666 is projected in the first year, while $23,137
in Net Operating Income is estimated in the second year. Gross operating margin
is expected to be 0.4% in Year 1 and 1.0% in Year 2.

According to the Historical Data Chart, The Center for ENT, Laser, and Cosmetic
Surgery was profitable two of the three past years reporting favorable net
operating income (NOI) of $30,392.00 in 2009; $56,430 in 2010; and reporting a
net operating loss of ($33,132) in 2011. The applicant notes that Dr. Canonico
had major surgery in 2011 and performed fewer surgeries that year due to his
own recuperation. He is now healthy and the ASTC is on track to have a positive
cash flow for 2012.

The cost of the project is projected to be $93,000. The major cost components are
$50,000 for Legal, Administrative, and Consultant Fees and $40,000 for moveable

equipment.

The applicant plans to fund the project through cash reserves. The applicant
provided compiled but unaudited financial statements dated June 30, 2012
indicating current assets of $68,460.96 of which $53,112.75 was cash. The
applicant provided in the first supplemental response a letter dated November
26, 2012 from Robert M. Duncan, Jr., CPA of Duncan, Wheeler, & Wilkinson, P.C.
indicating that Dr. Canonico would obtain the $93,000 in funds for the project
from other sources including companies which are owned or controlled by Dr.

Canonico.

The applicant states that no additional staff will need to be hired for the
proposed project as all existing staff are part-time and will work more hours
with the addition of orthopedic and podiatry services as displayed in the table
below:
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Position Current FTE Year 1 FTE
RN 1.7 71
Scrub Tech /03 0.6
Translator 03 === e

" Source: CN1210-054

The applicant also noted that the current anesthesiologist on staff will provide
anesthesiology services to the orthopedist and podiatrist. The applicant indicates
that all the physicians on staff at the ASTC have admitting privileges at the local
hospital; however the applicant stated that the podiatrist needs a staff physician
at the hospital to clear all patients for surgery.

The Center for ENT, Laser & Cosmetic Surgery has transfer agreements with
Heritage Medical Center in Shelbyville and Middle Tennessee Medical Center in
Murfreesboro, is licensed by the Tennessee Department of Health as an ASTC, is
Medicare/Medicaid certified, and is accredited by the Accreditation Association
for Ambulatory Health Care, Inc.

The applicant has submitted the required ownership and property information. HSDA
staff has reviewed these documents. Copies of the documents are available at the Agency
office and will also be available for member review at the Agency meeting.

Should the Agency vote to approve this project, the CON would expire in two
years.

CERTIFICATE OF NEED INFORMATION FOR THE APPLICANT:

There are no other letters of intent, pending or denied applications, or
outstanding Certificates of Need for this applicant.

CERTIFICATE OF NEED INFORMATION FOR OTHER PROPOSED
FACILITIES IN THE 3-COUNTY SERVICE AREA:

There are no Letters of Intent, denied or pending applications or outstanding
Certificates of Need for other health care organizations proposing this type of
service.
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PLEASE REFER TO THE REPORT BY THE DEPARTMENT OF HEALTH,
DIVISION OF HEALTH STATISTICS, FOR A DETAILED ANALYSIS OF
THE STATUTORY CRITERIA OF NEED, ECONOMIC FEASIBILITY, AND
CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTH CARE
IN THE AREA FOR THIS PROJECT. THAT REPORT IS ATTACHED TO
THIS SUMMARY IMMEDIATELY FOLLOWING THE COLOR DIVIDER
PAGE.

MAF
02/12/13
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LETTER OF INTENT



DI20CT 10 gy 1.
LETTER OF INTENT O At oo
TENNESSEE HEALTH SERVICES AND DEVELOPMENT AGENCY

The Publication of Intent is to be published in the_ Shelbyville Times-Gazette which is a newspaper of general
(Name of Newspaper)

circulation in Bedford County, Tennessee, on or before October 10, 2012 for one day.
(County) (Month / day) (Year)

This is to provide official notice to the Health Services and Development Agency and all interested parties, in
accordance with T.C.A. § 68-11-1601 et seq., and the Rules of the Health Services -and Development Agency,
that The Center for ENT, Laser & Cosmetic Surgery, LLC, 310 Colloredo Blvd., Suite B, Shelbyville (Bedford
County), Tennessee 37160 (“Applicant”) owned and managed by itself, intends to file a Certificate of Need
application for the addition of orthopedic and podiatry surgery. There is no major medical equipment involved
with this project. No other health services will be initiated or discontinued. It is proposed that the Applicant will
continue to serve Medicare, Medicaid, commercially insured, and private-pay patients, and the Applicant will
continue to be licensed by the Tennessee Department of Health. The estimated project cost is anticipated to
be approximately $200,000.00.

The anticipated date of filing the application is: October 15, 2012..

The contact person for this project is E. Graham Baker, Jr., Attorney who may be reached at 2021 Richard
Jones Road, Suite 350, Nashville, TN 37215, 615/370-3380.

The contact person for this project is E. Graham Baker, Jr. Attorney
(Contact Name) (Titte)
who may be reached at: his office at 2021 Richard Jones Road, Suite 350
(Company Name) (Address)
Nashville TN 37215 615/370-3380
(City) (State) (Zip Code) (Area Code / Phone Number)
%W /c(yﬂh. Q] QOctober 10, 2012 graham@grahambaker.net
d’ 7 (Signature) / / (Date) (E-mail Address)

The Letter of Intent must be filed in triplicate and received between the first and the tenth day of the month. If the
last day for filing is a Saturday, Sunday or State Holiday, filing must occur on the preceding business day. File
this form at the following address:
Health Services and Development Agency
Andrew Jackson Building
500 Deaderick Street, Suite 850
Nashville, Tennessee 37243

The published Letter of Intent must contain the following statement pursuant to T.C.A. § 68-11-1607(c)(1). (A) Any health
care institution wishing to oppose a Certificate of Need application must file a written notice with the Health Services and
Development Agency no later than fifteen (15) days before the regularly scheduled Health Services and Development
Agency meeting at which the application is originally scheduled; and (B) Any other person wishing to oppose the
application must file written objection with the Health Services and Development Agency at or prior to the consideration of
the application by the Agency.

* The project description must address the following factors:
1. General project description, including services to be provided or affected.
2. Location of facility: street address, and city/town.
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CERTIFICATE OF NEED
APPLICATION

For

The Addition of Orthopedics and Podiatry Surgery

by

The Center for ENT, Laser & Cosmetic Surgery, L.L.C.
310 Colloredo Blvd., Suite B
Shelbyville (Bedford County), TN 37160

STATE OF TENNESSEE
HEALTH SERVICES AND DEVELOPMENT AGENCY
500 Deaderick Street
Suite 850
Nashville, Tennessee 37243
615/741-2364

FILING DATE: October 15,2012
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SECTION A: APPLICANT PROFILE LS

1. Name of Facility, Agency or Institution

The Center for ENT, Laser & Cosmetic Surgery, LLC 202 0CT 15 B 3 [15
Name

310 Colloredo Blvd.. Suite B Bedford

Street or Route County

Shelbyville, TN 37160

City State Zip Code

2. Contact Person Available for Responses to Questions

E. Graham Baker. Jr. Attorney

Name Title

Weeks and Anderson erabam(@grahambaker.net
Company Name e-mail address

2021 Richard Jones Road. Suite 350 Nashville, N 37215

Street or Route City State Zip Code
Attorney 615/370-3380 615/221-6080
Association with Owner Phone Number Fax Number
3. Owner of the Facility, Agency, or Institution

The Center for ENT, Laser & Cosmetic Surgery, LLC (931) 684-3504
Name Phone Number
310 Colloredo Blvd., Suite B Bedford
Street or Route County
Shelbyville, TN 37160

City State Zip Code

4. Type of Ownership of Control (Check One)

Sole Proprietorship F.  Governmental (State of Tenn.
Partnership or Political Subdivision)

MY oW

Limited Partnership G. Joint Venture
Corporation (For-Profit) H. Limited Liability Company X
Corporation (Not-for-Profit) I.  Other (Specify)

PUT ALL ATTACHMENTS AT THE BACK OF THE APPLICATION IN ORDER AND REFERENCE
THE APPLICABLE ITEM NUMBER ON ALL ATTACHMENTS. See Attachment A.4.
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SECTION A: L

APPLICANT PROFILE

Please enter all Section A responses on this form. All questions must be answered. If an item does
not apply, please indicate '""N/A". Attach appropriate documentation as an Appendix at the end of the
application and reference the applicable Item Number on the attachment.

Section A, Item 1: Facility Name must be applicant facility's name and address must be the site of the
proposed project.

Response: The Center for ENT, Laser & Cosmetic Surgery, LLC (“Applicant”), 310 Colloredo Blvd.,
Suite B, Shelbyville (Bedford County), Tennessee 37160, owned and managed by itself, files this
application for a Certificate of need for the addition of orthopedics and podiatry surgery services to its
existing ASTC.

Section A, Item 3: Attach a copy of the partnership agreement, or corporate charter and certificate of
corporate existence, if applicable, from the Tennessee Secretary of State.

Response: The requested documents for the Applicant are included in the application as Attachment A.4.
Note that when the Articles of Organization were originally filed, the name of the Applicant was
Shelbyville Surgery Center, Inc. The name was changed on September 10, 1999 to The Center for ENT,

Laser & Cosmetic Surgery, LL.C.

Dr. Dominic Canonico is the sole equity member of the company.



Section A, Item 4: Describe the existing or pro%(o)sed ownership structure of the applicant, including
an ownership structure organizational chart. Explain the corporate structure and the manner in
which all entities of the ownership structure relate to the applicant. As applicable, identify the
members of the ownership entity and each member's percentage of ownership, for those members with
5% or more ownership interest. In addition, please document the financial interest of the applicant,
and the applicant's parent company/owner in any other health care institution as defined in Tennessee
Code Annotated, §68-11-1602 in Tennessee. At a minimum, please provide the name, address, current
status of licensure/certification, and percentage of ownership for each health care institution
identified.

Response: The Center for ENT, Laser & Cosmetic Surgery, LLC (“Applicant™), 310 Colloredo Blvd.,,
Suite B, Shelbyville (Bedford County), Tennessee 37160, owned and managed by itself, files this
application for a Certificate of need for the addition of orthopedics and podiatry surgery services to its
existing ASTC.

Dr. Dominic Canonico is the sole equity member of the company.

See the following organizational chart:

Dominic Canonico
100% owner

|
|
The Center for ENT,
Laser & Cosmetic
Surgery, LLC




Section A, Item 5: For new facilities or existin%r]facilities without a current management agreement,
attach a copy of a draft management agreement that at least includes the anticipated scope of
management services to be provided, the anticipated term of the agreement, and the anticipated
management fee payment methodology and schedule. For facilities with existing management
agreements, attach a copy of the fully executed final contract

Please describe the management entity's experience in providing management services for the type of
the facility, which is the same or similar to the applicant facility. Please describe the ownership
structure of the management entity.

Response: The facility has no outside management.

Section A, Item 6: For applicants or applicant's parent company/owner that currently own the
building/land for the project location, attach a copy of the tide/deed. For applicants or applicant's
parent company/owner that curvently lease the building/land for the project location, attach a copy of
the fully executed lease agreement. For projects where the location of the project has not been
secured, attach a fully executed document including Option to Purchase Agreement, Option to Lease
Agreement, or other appropriate documentation. Option to Purchase Agreements must include
anticipated purchase price. Lease/Option to Lease Agreements must include the actual/anticipated
term of the agreement and actual/anticipated lease expense. The legal interests described herein must
be valid on the date of the Agency's consideration of the certificate of need application.

Response: The Applicant leases the real estate from the Domenic Michael Canonico Family Limited
Partnership. Please see Attachment A.6. The lease began on January 1, 2005 for seven (7) years, but the
Lessee has exercised an additional seven (7) year extension as called for in paragraph 3 of the Lease
Agreement. The ASTC continues to operate at this site. The site is approximately 1.04 Acres.

The Domenic Michael Canonico Family Limited Partnership is 100% owned by Domenic Michael
Canonico. Please see Aftachment A.6.1, which is a copy of the deed to the property.



5. Name of Management/Operating En%i?v (If Applicable)

Name

002007 15 oy o oo
Street or Route County' = s
City State Zip Code

PUT ALL ATTACHMENTS AT THE BACK OF THE APPLICATION IN ORDER AND REFERENCE
THE APPLICABLE ITEM NUMBER ON ALL ATTACHMENTS. Not Applicable

6. Legal Interest in the Site of the Institution (Check One)

A. Ownership D. Option to Lease
B.  Option to Purchase E.  Other (Specify)
C. Leaseof_7__ Years X

PUT ALL ATTACHMENTS AT THE BACK OF THE APPLICATION IN ORDER AND REFERENCE
THE APPLICABLE ITEM NUMBER ON ALL ATTACHMENTS. See Aftachments A.6 and 4.6.1.

7. Type of Institution (Check as appropriate--more than one response may apply.)
A. Hospital I. Nursing Home
B. Ambulatory Surgical J. Outpatient Diagnosti¢ Center

Treatment Center (Multi-Specialty) K. Recuperation Center
C. ASTC __X_ L. Rehabilitation Facility
D. Home Health Agency ____ M. Residential Hospice
E. Hospice N. Non-Residential Methadone
F. Mental Health Hospital Facility
G. Mental Health Residential O. Birthing Center
Treatment Facility P. Other Outpatient Facility
H. Mental Retardation Institutional (Specity)
Habilitation Facility (ICF/MR) Q. Other (Specify)
8. Purpose of Review (Check as appropriate--more than one response may apply.)
A. New Institution H. Change In Bed Complement
B. Replacement/Existing Facility (Please note the type of change
C. Modification/Existing Facility X by underlining the appropriate
D. Initiation of Health Care response: Increase, Decrease
Service as defined in TCA § Designation, Distribution,
68-11-1607(4) Conversion, Relocation)
E.  Specify I. Change of Location
F. Discontinuance of OB Services J. Other (Specify)

G.  Acquisition of Equipment

Note: The “Modification” is to add 2 surgery services to this existing ASTC.
6
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Bed Complement Data

Please indicate current and proposed distribution and certification of facility beds.

Response: Not Applicable.

. Nursing Facility Level 1 (Medicaid only)

CH YW FLOFOZIZTONA=T " T3 mWUOw e

Licensed CON*

Current Beds

Medical

Staffed
Beds

Beds
Proposed

TOTAL
Beds at
Completion

Surgical

Long-Term Care Hospital

Obstetrical

ICU/CCU

Neonatal

Pediatric

Adult Psychiatric

Geriatric Psychiatric

Child/Adolescent Psychiatric

Rehabilitation

Nursing Facility (non-Medicaid Certified)

Nursing Facility Level 2 (Medicare only)

Nursing Facility Level 2 (dually-certified)

ICF/MR

Adult Chemical Dependency

Child & Adolescent Chemical Dependency

Swing Beds

Mental Health Residential Treatment

Residential Hospice

TOTAL

*CON Beds approved but not yet in service



10.

1.

12.

Medicare Provider Number 32887’7214
Certification Type ASTC

Medicaid Provider Number 3288771
Certification Type ASTC

If this is a new facility, will certification be sought for Medicare and/or Medicaid?

Response: This is an existing facility, and both Medicare and Medicaid patients are currently served
and will continue to be served.

13.

Identify all TennCare Managed Care Organizations/Behavioral Health
Organizations (MCOs/BHOs) operating in the proposed service area. Will this
project involve the treatment of TennCare participants? Yes If the response to
this item is yes, please identify all MCOs/BHOs with which the applicant has
contracted or plans to contract Discuss any out-of-network relationships in
place with MCOs/BHOs in the area.

Response: The Applicant currently contracts with AmeriGroup, UHC Community Plan, Blue Care,
TennCare Select, and Cover Kids. The approval of this application will not result in any changes.



NOTE: Section B is intended to give the applica%? an opportunity to describe the project and to discuss
the need that the applicant sees for the project. Section C addresses how the project relates to
the Certificate of Need criteria of Need, Economic Feasibility, and the Contribution to the Orderly
Development of Health Care. Discussions on how the application relates to the criteria should
not take place in this section unless otherwise specified.

SECTION B: PROJECT DESCRIPTION

Please answer all questions on 8 1/2” x 11” white paper, clearly typed and spaced, identified correctly
and in the correct sequence. In answering, please type the question and the response. All exhibits and
tables must be attached to the end of the application in correct sequence identifying the questions(s) to
which they refer. If a particular question does not apply to your project, indicate “Not Applicable
(NA)” after that question.

L. Provide a brief executive summary of the project not to exceed two pages. Topics to be
included in the executive summary are a brief description of proposed services and equipment,
ownership structure, service area, need, existing resources, project cost, funding, financial feasibility

and staffing.

Response: The Center for ENT, Laser & Cosmetic Surgery, LLC (“Applicant™), 310 Colloredo Blvd.,
Suite B, Shelbyville (Bedford County), Tennessee 37160, owned and managed by itself, files this
application for the addition of orthopedic and podiatry surgery. There is no major medical equipment
involved with this project. No other health services will be initiated or discontinued. It is proposed that
the Applicant will continue to serve Medicare, Medicaid, commercially insured, and private-pay patients,
and the Applicant will continue to be licensed by the Tennessee Department of Health. The estimated
project cost is anticipated to be approximately $90,000.00, not including filing fee.

This existing ASTC, the only one in Bedford County, is already approved for and has two (2) operating
rooms, and these rooms will continue to be sufficient for the addition of orthopedics and podiatry
surgery services. Plot Plan and footprints are included as Attachments B.IIL A. and B.IV. The Applicant
is Medicare and Medicaid accredited, and is also accredited by the Accreditation Association for

Ambulatory Health Care, Inc.

The primary service area of the existing ASTC includes Bedford, Coffee and Lincoln Counties (77% of
total patient origin). This proposed service area will not change. As reported on Joint Annual Reports for
existing ASTCs in the primary service area, ASTCs in our service area performed 10,691 procedures in
2011, and hospitals performed 11,821 outpatient procedures in 2011 (see charts later in this application).

Funding for the project will be through cash reserves of the owner. This project is financially feasible,
and compares very favorably to recent ASTC applications that have been filed with the HSDA. The
Project Costs Chart indicates only $90,000.00 to implement this project, $50,000 of which have either
already been paid or are soft costs (administrative costs in preparing the CON application). Only
$40,000.00 will be needed for equipment. A chart prepared by the HSDA and provided later in this
application indicates that the median construction cost per ASTC for renovation/construction median was
$100.47/GSF for renovation, $252.74/GSF for new construction. However, those computations are not
believed to be applicable, since there will be no construction or renovation involved with this project,
which simply adds two surgical services to an existing ASTC.



The ASTC’s current and proposed payor mix is a8 Bollows: Medicaid, 55%; Commercial Insurance, 34%,
Medicare, 9%; Self Pay, 1%, and Worker’s Comp, 1%. The anticipated payor mix will be: Medicaid,
44%, Commercial Insurance, 39%, Medicare, 16%, Self Pay, 0.5%; and Worker’s Comp, 0.5%.

We currently have sufficient staff to implement this project. Our additional staffing requirements will be
less than one-half FTE for each of the following: RN, Scrub Tech, and Billing/Translator. In effect, our
existing staff will suffice, but part-time employees will be working more hours.

The site is close to the center of Shelbyville, Bedford County, and is readily accessible to our patients and
their families. Further, many of our patients speak Spanish only, and we employ one full time and one
part time interpreter in order to better serve those patients. :

The current physician owner, and other physicians who plan to utilize this ASTC if this application is
approved, will continue to utilize inpatient facilities for all patients whose respective surgeries warrant
such.
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IL. Provide a detailed narrative of the proﬁZt by addressing the following items as they relate to
the proposal.

A. Describe the construction, modification and/or renovation of the facility (exclusive of major
medical equipment covered by T.C.A. § 68-11-1601 et seq.) including square footage, major
operational areas, room configuration, etc. Applicants with hospital projects (construction
cost in excess of $5 million) and other facility projects (construction cost in excess of $2
million) should complete the Square Footage and Cost per Square Footage Chart. Utilizing
the attached Chart, applicants with hospital projects should complete Parts A.-E. by
identifying as applicable nursing units, ancillary areas, and support areas affected by this
project. Provide the location of the unit/service within the existing facility along with
current square footage, where, if any, the unit/service will relocate temporarily during
construction and renovation, and then the location of the unit/service with proposed square
footage. The total cost per square foot should provide a breakout between new
construction and renovation cost per square foot. Other facility projects need only
complete Parts B.-E. Please also discuss and justify the cost per square foot for this

project.

If the project involves none of the above, describe the development of the proposal.

Response: The Applicant is an existing ASTC in Shelbyville. It was originally approved (over the
objection of the local hospital) on January 26, 2000 (CN9910-088A) as a single operating room (OR)
outpatient surgical facility to provide only ENT, Laser and Cosmetic Surgery. Space was also approved
for hearing tests/monitoring. The local hospital requested a contested case hearing on that initial
application, but ultimately failed to pursue the case. The ASTC, originally approved to be adjacent to the
owner’s medical practice, was constructed adjacent to and immediately behind the owner’s MOB as
opposed to beside the MOB (due to physical constraints involving property lines). The first application
was modified to allow its positioning behind the MOB, where it continues to function to this day.

Years later, the Applicant was again approved (over the objection of the local hospital) on June 22, 2005
to add a second OR and become a multi-specialty ASTC by the removal of surgical limitations on the
ASTC (CNO0503-022A). However, the local hospital again requested a contested case hearing on the
second application, and after almost three years following approval of the application, the Applicant
compromised with the local hospital to add the second OR (by converting the hearing tests room) and add
ophthalmology to its list of approved surgical procedures, in exchange for dropping its approval to
become a multi-specialty ASTC.

Over the ensuing years, the local hospital was sold to a chain, and a new hospital was constructed several
miles from downtown Shelbyville on State Highway 231 toward Murfreesboro and across the highway
from the county airport. The site of the new hospital is very accessible to the facility’s corporate owner
and its representatives as they fly in to the facility, but not so accessible to our patients in Bedford County
who do not live close to Murfreesboro, nor is the hospital readily accessible to our patients from outside
Bedford County. In addition, surgery scheduling at the hospital continues to be a problem for area
surgeons, especially for outpatient procedures, and the Applicant has continually been asked to obtain
approval to conduct additional surgical procedures at our site in downtown Shelbyville. The Applicant
proposes to add only orthopedic and podiatry surgery, which can be accomplished by the addition of a
used C-Arm which will cost only $40,000, to be paid by cash reserves. The other administrative costs of
this project have already been paid. There are no construction or renovation costs with this project.

11
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The approval of this project will enhance the surgical care of patients in our service area. The addition of
orthopedic and podiatry surgery services is needed, can be accomplished in a most cost-efficient manner,
and will contribute to the orderly development of health care in the service area.

12



B. Identify the number and type of beds iiizclgeaSed, decreased, converted, relocated, designated,
and/or redistributed by this application. Describe the reasons for change in bed allocations and
describe the impact the bed change will have on the existing services.

Response: Not applicable.
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C. As the applicant, describe your need to provide the following health care services (if
applicable to this application):

Adult Psychiatric Services

Alcohol and Drug Treatment for Adolescents (exceeding 28 days)
Birthing Center

Burn Units

Cardiac Catheterization Services

Child and Adolescent Psychiatric Services
Extracorporeal Lithotripsy

Home Health Services

9. Hospice Services

10. Residential Hospice

11. ICF/MR Services

12. Long-term Care Services

13.  Magnetic Resonance Imaging (MRI)

14. Mental Health Residential Treatment

BN (G0 MY

15. Neonatal Intensive Care Unit

16. Non-Residential Methadone Treatment Centers
7L Opén Heart Surgery

18. Positron Emission Tomography

19.  Radiation Therapy/Linear Accelerator
20 Rehabilitation Services
21. Swing Beds

Response: N/A, as no new services will be provided.

D. Describe the need to change location or replace an existing facility.

Response: N/A.

14



E. Describe the acquisition of any item of %nlajor medical equipment (as defined by the Agency
Rules and the Statute) which exceeds a cost of $1.5 million; and/or is a magnetic resonance
imaging (MRI) scanner, positron emission tomography (PET) scanner, extracorporeal
lithotripter and/or linear accelerator by responding to the following:

1. For fixed-site major medical equipment (not replacing existing equipment):
a. Describe the new equipment, including:
1. Total cost; (As defined by Agency Rule).
2. Expected useful life;
3. List of clinical applications to be provided; and
4. Documentation of FDA approval.
b. Provide current and proposed schedules of operations.
Response: N/A.
p For mobile major medical equipment:

List all sites that will be served;

Provide current and/or proposed schedule of operations;
Provide the lease or contract cost.

Provide the fair market value of the equipment; and
List the owner for the equipment.

oo e

Response: N/A.
3. Indicate applicant’s legal interest in equipment (i.e., purchase, lease, etc.) In the
case of equipment purchase include a quote and/or proposal from an equipment

vendor, or in the case of an equipment lease provide a draft lease or contract that at
least includes the term of the lease and the anticipated lease payments.

Response: N/A.
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III.  (A) Attach a copy of the plot plan of th%zsite on an 8 1/2” x 11” sheet of white paper which
must include:

Size of site (in acres)

Location of structure on the site; and 02 0CT 15 Pl 3: 06

Location of the proposed construction.

A -

Names of streets, roads or highway that cross or border the site.

Please note that the drawings do not need to be drawn to scale. Plot plans are required for all

projects.
Response:
1. The site is approximately 1.04 Acres. Please see attached plot plan (Attachment B.1ILA).
2. Please see Attachment B.III. This attachment indicates the location of the existing facility.

Please note that Dr. Canonico is the sole owner of the Applicant. His medical practice is located
in the building closest to the street, and the existing ASTC is located in the building behind the
medical practice, just to the left of the parking turnaround.

3: There is no proposed construction.
4. The site is located on Colloredo Blvd in Shelbyville, and is readily accessible to patients and their
families.
(B) Describe the relationship of the site to public transportation routes, if any, and to

any highway or major road developments in the area. Describe the accessibility of
the proposed site to patients/clients.

Response: The Center is located on Colloredo Boulevard, which is a major 4 lane bypass around the
business district of Shelbyville. The Center is readily accessible, although there is little public
transportation in this relatively small city. A convenience to patients is the fact that the ASTC is
connected to the clinic and medical practice of Dr. Canonico, so the Center is very accessible.

In addition, Highway 41A between Shelbyville and Tullahoma is being improved to four lanes, which
will improve road access to the ASTC from southeastern counties.

16



IV.  Attach a floor plah drawing for the fa%ﬁity which includes legible labeling of patient care
rooms (noting private or semi-private), ancillary areas, equipment areas, etc. on an 8 1/2” x 11” sheet
of white paper.

NOTE: DO NOT SUBMIT BLUEPRINTS. Simple line drawings should be submitted and need not be
drawn to scale.

Response: Please see Attachment B.IV for a footprint of the existing 4,041 GSF facility.

V. For a Home Health Agency or Hospice, identify:
1. Existing service area by County;

Proposed service area by County;

A parent or primary service provider;

Existing branches; and

e =

Proposed branches.

Response: N/A.
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SECTION C: GENERAL CRITERIA FOR CéﬁTIFI(IATE OF NEED

In accordance with Tennessee Code Annotated § 68-11-1609(b), “no Certificate of Need shall be
granted unless the action proposed in the application for such Certificate is necessary to provide
needed health care in the area to be served, can be economically accomplished and maintained,
and will contribute to the orderly development of health care.” The three (3) criteria are further
defined in Agency Rule 0720-4-.01. Further standards for guidance are provided in the state
health plan (Guidelines for Growth), developed pursuant to Tennessee Code Annotated §68-11-
1625.

The following questions are listed according to the three (3) criteria: (I) Need, (II) Economic
Feasibility, and (IIT) Contribution to the Orderly Development of Health Care. Please respond to
each question and provide underlying assumptions, data sources, and methodologies when
appropriate. Please type each question and its response on an 8 1/2” x 11" white paper. All exhibits
and tables must be attached to the end of the application in correct sequence identifying the
question(s) to which they refer. If a question does not apply to your project, indicate “Not
Applicable (NA).”

QUESTIONS
NEED
1. Describe the relationship of this proposal toward the implementation of the State Health

Plan and Tennessee’s Health: Guidelines for Growth.

a. Please provide a response to each criterion and standard in Certificate of Need Categories
that are applicable to the proposed project. Do not provide responses to General Criteria
and Standards (pages 6-9) here.

Response: Please see Atfachment Specific Criteria.

The State Health Plan lists the following Five Principles for Achieving Better Health, and are based on
the Division's enacting legislation:

1. The purpose of the State Health Plan is to improve the health of Tennesseans;

The Applicant has been providing patients with outpatient surgical services for over a decade, and
continues to this day. The operational success of the ASTC is testament to the fact that the facility is
needed for the health of patients in the service area who need outpatient surgery. The Applicant’s goals
are consistent with the State Health Plan, and this ASTC will continue to improve the health of

Tennesseans.

2. Every citizen should have reasonable access to health care;
The Applicant accepts all patients who present for care, irrespective of their ability to pay. There is a
fairly large Latino population in Bedford County — over twice the State average. The Applicant has

provided interpreters for many years at its own cost to ensure that Spanish-speaking patients receive the
finest health care possible.
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3. The state's health care resources shoulaEBe developed to address the needs of Tennesseans
while encouraging competitive markets, economic efficiencies, and the continued
development of the state's health care system;

The development of services by the Applicant has always been the result of attempts to meet the needs of
Tennesseans in its service area. In today’s competitive market, patients are drawn to the best quality at
the most affordable cost. The Applicant maintains its competitiveness by providing quality health care at
an affordable cost, and did not oppose the construction of the new hospital in Shelbyville several years
ago even though the location of the new hospital was less accessible to many citizens of Bedford County.
This project will result in continued development of the state’s health care system by improving access of
outpatient surgical services to patients in our service area.

4. Every citizen should have confidence that the quality of health care is continually monitored
and standards are adhered to by health care providers; and

Tennessee is fortunate to have an excellent licensing division of the Department of Health. The Board of
Licensing Health Care Facilities provides standards for and monitoring of licensed health care providers.

This Applicant is fully licensed by the Department of Health and had no deficiencies in its last licensure
survey (attached later to this application).

5. The state should support the development, recruitment, and retention of a sufficient and
quality health care workforce.

The Applicant is committed to providing safe working conditions and continuing education for its staff.

b. Applications that include a Change of Site for a health care institution, provide a response
to General Criterion and Standards (4)(a-c).

Response: N/A.

19



s Describe the relationship of this projec% ?0 the applicant facility’s long-range development
plans, if any.

Response: The Applicant has no long range development plans, other than to continue to provide
affordable and quality health care to service arca residents.

B, Identify the proposed service area and justify the reasonableness of that proposed area.
Submit a county level map including the State of Tennessee clearly marked to reflect the
service area. Please submit the map on 8 1/2” x 11” sheet of white paper marked only with
ink detectable by a standard photocopier (i.e., no highlighters, pencils, etc.).

Response: Our primary service area consists of Bedford, Coffee and Lincoln Counties, which three
counties totaled 77% of our existing patients in 2011. Our proposed service area will not change,
indicating the reasonableness of the service area. Please see patient origin chart below:

Applicant’s Patient Origin -- 2011

County % of Pts.
Bedford 39.0

Coffee 22.0
Franklin 7.0

Giles 05
Grundy 1.0
Lincoln 16.0
Marshall 11.0

Maury 0.5
' Moore 0.5
Rutherford 2.0
Warren 0.5

Total 1000 |

Please see Attachment C.Need.3 for a map of the primary service area.
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4. A. Describe the demographics of th% Z)opulation to be served by this proposal.

Response: Bedford, Coffee and Lincoln Counties make up our primary service area. Please note sample
population characteristics of the primary service area, as follows:

Population Estimates for Primary Service Area and State of Tennessee

State/County | 2012 Pop. | 2014 Pop. | 20122014
R Change
| Bedford 48,083 49,718 3.4%
Coffee 54,707 55,790 2.0%
Lincoln 34,084 34,548 1.4%
Service Area 136,874 140,056 2.3%
Tennessee 6,361,070 6,470,546 1.7%

Tennessee Counties and the State, 2010-2020,

Source: Population Estimates and Projections,

Office of Health Statistics, Bureau of Health Informatics, Tennessee Department of Health.

Population 65+ for Primary Service Area and State of Tennessee

State/County 2012 Pop. | 2014 Pop. 2012 Pop. 2014 Pop. 2012-2014
65+ 65+ % 65+ Y% 65+ Change
Bedford 5,657 5,970 11.8% 12.0% 5.5%
Coffee 8,870 9,283 16.2% 16.6% 4.7%
Lincoln 5,733 5,994 16.8% 17.3% 4.6%
Service Area 20,260 21,247 14.8% 15.2% 4.9%
Tennessee 13.8% 14.4% 6.1%

Source: Population Estimates and Projections, Tennessee Counties and the State, 2010-2020,
Office of Health Statistics, Bureau of Health Informatics, Tennessee Department of Health.
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In addition, please note other population characteristics of the primary service area, as compared to the

State of Tennessee, in the following chart:

38

Selected Population Estimates for Primary Service Area and State of Tennessee

QuickFacts Bedford Coffee Lincoln | Svc. Area | Tennessee

‘White (‘11) 88.3% 93.1% |  90.0% 90.7% 79.5%
Black (‘11) 8.3% 3.9% 7.2% 6.3% 16.9%
Hispanic (‘11) 11.6% 3.9% 2.7% 63% |  47%
Foreign Born (‘11) 7.8% 3.0% 1.3% 4.3% 4.4%
English 2" Language ("11) 10.8% 4.7% 2.5% 6.3% 6.2%
High School Graduates 74.2% 81.4% 79.4% 78.3% 82.5%
Bachelor’s Degree 12.8% 19.0% 15.8% 16.1% 22.7%
Homeownership 68.6% 72.3% 76.2% 72% 69.6%
Per Capital Income $18,471 $20,737 | $22,811 $20,481 $23,722
Med. Household Income $38,550 | $40,078 | $42,962 $40,363 $43,314
% Below Poverty 21.7% 17.5% 15.9% 54.8% 16.5%
Pop/Square Mile (°10) 95.1 123.1 58.5 97.1 153.9
TennCare Enrollees (*11) 1,209,372
TennCare Enrollees/% Pop *18.7%

Source: State and County QuickFacts, U.S. Bureau of Census. Data is for 2006 — 2010 unless
otherwise noted. (See Attachment B.1L B for more data).

* 2011 TennCare Enrollees divided by 2012 Pop.

The Applicant does not and will not discriminate in any way, whether regarding admissions or in hiring
practices, at its ASTC.

Please see Attachment C.Need. 4.4 for additional demographic data on the service area and the State of
Tennessee.
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B. Describe the special needs of the%grvice area population, including health disparities,
the accessnblllty to consumers, partlcularly the elderly, women, racial and ethnic minorities, and
low-income groups. Document how the business plans of the facility will take into consideration the

special needs of the service area population.

Response: Bedford County and Lincoln County are both federally-designated Medically Underserved
Areas, and Bedford County has six Health Professional Shortage Areas. Please see Attachment
C.Need 4.B.

Approval of this application will help address such shortages by providing another venue for health care
professionals to provide services in the county. -

23



SH Describe the existing or certified servicéls(,) including approved but unimplemented CONSs, of
similar institutions in the service area. Include utilization and/or occupancy trends for each of the
most recent three years of data available for this type of project. Be certain to list each institution and
its utilization and/or occupancy individually. Inpatient bed projects must include the following data:

admissions or discharges, patient days, and occupancy.
appropriate measures, e.g., cases, procedures, visits, admissions, etc.

Other projects should use the most

Response: The following information was obtained from the latest Joint Annual Reports (“JARs”) from
the existing ASTCs and hospitals (outpatient surgery data) in our primary service area:

Patient Charge Data/Utilization, ASTCs

Service Area, 2011

County/Facility ORs # Proc Avg $ Avg $ Avg $ Avg
Proc/OR Gross Deduct Net

Bedford
Center for ENT, Laser, Cosmetic 2 1,579 790 1,057 741 316
Coffee
Center for Day Surgery 1 1,281 1,281 2,651 1,853 798
Crown Surgery Center 2 274 137 2,703 1,802 901
Tullahoma Surgery Center 2 7,557 3,779 1,186 725 461
Community Cancer Center* N/A N/A N/A N/A N/A N/A

Source: Applicant reflects Calendar Year Data, Joint Annual Reports for ASTCs, 2011 (no

ASTCs in Lincoln County)

* Not Applicable, as this facility is a radiation oncology center
pp
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Utilization Data, Hospital Outpatient Surgery
Service Area, 2011

2012 OCT IS pu N, s

County/Facility ORs | Ded OP | #Proc N7

- ORs Proc/OR | Encounters
Bedford
Heritage Medical Center 3 1 2,656 885 2,349 |
Coffee
Harton Regional Medical Center (1) 7 2 6,717 960 5,816
Medical Center of Manchester  (2) 2 2 572 286 492
United Regional Medical Center (3) 2 3 1106 553 533
Lincoln
Lincoln Medical Center 2 0 770 385 770

Source: Joint Annual Reports for Hospitals, 2011 Provisional, Outpatient Only

NOTES: (1) Harton Regional Medical Center reported (on JARs) 7 inpatient plus 2 dedicated outpatient
surgery suites. Contact indicated that it has a total of 9 operating rooms, with 2 being dedicated to
outpatient surgery.

(2) Medical Center of Manchester reported (on JARs) 2 total ORs, with both being dedicated fo
Outpatient Surgery, yet performed surgery on inpatients. Contact indicated a total of 2 ORs, and both
inpatient and outpatient surgeries are scheduled in both ORs.

(3) United Regional Medical Center reported (on JARs) 2 inpatient plus 3 ouipatient ORs on JARs, yet
when contacted stated they had a total of 2 ORs — one sterile OR plus one clean procedure room.
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6. Provide applicable utilization and/or 0é4c121pancy statistics for your institution for each of the
past three (3) years and the projected annual utilization for each of the two (2) years following
completion of the project. Additionally, provide the details regarding the methodology used to
project utilization. The methodology must include detailed calculations or documentation from
referral sources, and identification of all assumptions.

Response: The Applicant provided 413, 394 and 330 outpatient surgical procedures in 2009 through
2011, respectively. We anticipate providing 602 and 646 procedures in Years 1 and 2, respectively.

Historic utilization has decreased due to the fact that one of the physicians associated with Dr. Canonico
moved his family from Shelbyville. In effect, Dr. Canonico provides almost all of the outpatient surgical
procedures at the ASTC, and utilizes only one of the two operating rooms two days each week. His main
medical practice is in Shelbyville (adjacent to the ASTC), but he also maintains office hours and an active
medical practice in Tullahoma. Therefore, the majority of his time is spent seeing patients, as opposed to
performing outpatient procedures. Further, many relatively minor procedures can still be performed in
his offices. Since the normal schedule of utilizing the ASTC two days each week makes it impractical to
bring in personnel for a relatively minor procedure, patients occasionally receive such services in an
office setting, further reducing the ASTC volume.

Based on the anticipated increase that the two additional surgeons will bring to the ASTC, utilization
should almost double to utilizing both operating rooms two days each week. The orthopedic surgeon
anticipates performing 248 and 270 outpatient procedures in Years 1 and 2, respectively, and the
podiatrist anticipates performing 24 and 36 outpatient procedures during the same time.

These projections were based on how many surgical procedures were performed by these surgeons in
2011.

According to Dr. Wayne Mosley, an orthopedic surgeon in Shelbyville, it is very difficult and almost
impossible for an orthopedic surgeon to provide necessary services for his/her patients without access to
an ASTC. Dr. Mosley reports that he is losing 6 patients each week, as follows: at least 2 patients per
week, when told they need surgery, go to some other town due to their respective insurance policies
requiring them to utilize an outpatient surgery center for their procedures; and at least 4 patients call his
office each week, ask if he can perform surgery in Shelbyville somewhere other than the local hospital.
Insurance companies are not allowing potential patients to have outpatient surgical procedures
performed in the local hospital due to higher costs.

Further, Dr. Russell Oliver, a local podiatrist, reports that his patients have issues with the local hospital
and do not want to go there for surgery. Other patients’ primary care physician is not on staff at the
local hospital, and by the hospital’s bylaws, a podiatrist needs a staff physician to clear all patients for
surgery. The Applicant’s physician anesthesiologist clears patients for surgery, but the local hospital
does not have a physician anesthesiologist. Also, Dr. Oliver reports that his patients have such high
deductibles now on their respective insurance policies that having surgery in the local hospital is cost
prohibitive. Finally, patients have informed Dr. Oliver that ASTC surgery costs them half of the cost of
the same surgery in the local hospital, so they go elsewhere.
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ECONOMIC FEASIBILITY e

1. Provide the cost of the project by completing the Project Costs Chart on the following page.
Justify the cost of the project.

- All projects should have a project cost of at least $3,000 on Line F. (Minimum CON Filing Fee).
CON filing fee should be calculated from Line D. (See Application Instructions for Filing Fee)

- The cost of any lease should be based on fair market value or the total amount of the lease
payments over the initial term of the lease, whichever is greater.

-- The cost for fixed and moveable equipment includes, but is not necessarily limited to,
maintenance agreements covering the expected useful life of the equipment; federal, state, and
local taxes and other government assessments; and installation charges, excluding capital
expenditures for physical plant renovation or in-wall shielding, which should be included
under construction costs or incorporated in a facility lease.

- For projects that include new construction, modification, and/or renovation; documentation
must be provided from a contractor and/or architect that support the estimated construction
costs.

Response: The Project Costs Chart is completed. There are no renovation or construction costs. The
only costs involve $50,000 in administrative and other costs (already paid), plus $40,000 for a refurbished
C-Arm for one of the operating rooms.

Although probably not applicable, the chart below, prepared by the HSDA, indicates construction costs
for recent nursing home applications. A review of these average costs indicate this particular project is
financially feasible.

Ambulatory Surgical Treatment Center Construction Cost Per Square Foot

Years: 2009 —2011

Renovated New Total
Construction Construction ~ Construction
1*' Quartile $40.09/sq ft $200.00/sq ft $54.06/sq ft
Median $100.47/sq ft $252.74/s5q ft $134.57/sq ft
3" Quartile $195.00/sq ft $371.75/sq ft $252.74/sq ft

Source: CON approved applications for years 2009 through 2011
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PROJECT COSTS CHART

2017 )
CT15 Py 35
A. Construction and equipment acquired by purchase.
1. Architectural and Engineering Fees $
2. Legal, Administrative (Excluding CON Filing Fee), Consultant 50,000
3. Acquisition of Site
4. Preparation of Site
5. Construction Costs
6. Contingency Fund
7. Fixed Equipment (Not included in Construction Contract)
8. Moveable Equipment (List all equipment over $50,000)* 40,000
9. Other (Specify)
Subsection A Total 90,000
B. Acquisition by gift, donation, or lease.
1. Facility (Inclusive of Building and Land)
2. Building Only
3. Land Only
4. Equipment (Specify)
5. Other (Specify)
Subsection B Total
C. Financing costs and fees
1. Interim Financing
2.  Underwriting Costs
3. Reserve for One Year’s Debt Service
4. Other (Specify) ' =
Subsection C Total 0
D. Estimated Project Cost (A + B +C) $ 90,000.00
E CON Filing Fee $ 3,000.00
F. Total Estimated Project Cost (D + E) TOTAL $ 93.000.00

Note: Administrative costs are already paid. The only “new” funds needed are for the equipment.
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2. Identify the funding sources for this project.

X_

a. Please check the applicable item(s) below and briefly summarize how the project will be
financed. (Documentation for the type of funding MUST be inserted at the end of the application,
in the correct alpha/numeric order and identified as Attachment C, Economic Feasibility-2.)

A.

Commercial loan--Letter from lending institution or guarantor stating favorable
initial contact, proposed loan amount, expected interest rates, anticipated term of the
loan, and any restrictions or conditions;

Tax-exempt bonds--Copy of preliminary resolution or a letter from the issuing
authority stating favorable initial contact and a conditional agreement from an
underwriter or investment banker to proceed with the issuance;

General obligation bonds—Copy of resolution from issuing authority or minutes from
the appropriate meeting.

Grants--Notification of intent form for grant application or notice of grant award; or
Cash Reserves--Appropriate documentation from Chief Financial Officer.

Other—Identify and document funding from all other sources.

Response: This project will be financed with cash reserves, and sufficient funds have been deposited and
are dedicated to this project. Please see Attachment C.EF.2.
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3. Discuss and document the reasonableness ofl%ée proposed project costs. If applicable, compare the
cost per square foot of construction to similar projects recently approved by the Health Services
and Development Agency.

Response: The Project Costs Chart is completed. There are no renovation or construction costs. The
only costs involve $50,000 in administrative and other costs (already paid), plus $40,000 for a refurbished
C-Arm for one of the operating rooms.

Although probably not applicable, the chart below, prepared by the HSDA, indicates construction costs
for recent nursing home applications. A review of these average costs indicate this particular project is
financially feasible.

Ambulatory Surgical Treatment Center Construction Cost Per Square Foot

Years: 2009 -2011

Renovated New Total
Construction Construction Construction
1* Quartile $40.09/sq ft $200.00/sq ft $54.06/sq ft
Median $100.47/sq ft $252.74/sq ft $134.57/sq ft

3" Quartile

$195.00/sq ft

$371.75/sq ft

Source: CON approved applications for years 2009 through 2011
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4. Complete Historical and Projected Data4C7harts on the following two pages--Do not modify the
Charts provided or submit Chart substitutions! Historical Data Chart represents revenue and expense
information for the last three (3) years for which complete data is available for the institution.
Projected Data Chart requests information for the two (2) years following the completion of this
proposal. Projected Data Chart should reflect revenue and expense projections for the Proposal Only
(i.e., if the application is for additional beds, include anticipated revenue from the proposed beds only,

not from all beds in the facility).
Response: Historical and Projected Data Charts are completed.

Historical Data Chart: Completed. It is important to note that Dr. Canonico had major surgery himself
in 2011, and he performed fewer surgeries that year due to his own recuperation. The end result is that
the ASTC had a negative bottom line in 2011. He is now healthy, and the ASTC is on track to have a

positive cash flow for 2012.

Also, please note that the Historical Data Chart reflects calendar year data for the Applicant, whereas the
Joint Annual Reports of the Applicant reflect annual records beginning on July 01. Therefore, the data
will not be exact, but are comparable. For example, the Applicant’s JARs indicate that the ASTC had
1,157 patients from 2009 — 2011, but the Historical Data Chart reports 1,137 patients for the three

calendar years..

Projected Data Chart: Completed.

Please note that there is no provision for “Charity Care” in the Projected Data Chart. Neither Dr.
Canonico nor his ASTC has ever denied care to any individual based on that individual’s inability to pay
for such care. Almost all patients have some reimbursement mechanism, whether it be through
governmental financial reimbursement or through personal payments over an extended period of time.
From an accounting perspective, Dr. Canonico decided at the end of 2011 to not even keep up with which
specific patients did, in fact, have to be written off, whether it was due to Bad Debt or Charity Care.
Since he never refused care to any patient and would accept what he received, the accounting for such
was considered to be an inefficient use of staff time.
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HISTORICAS, DATA CHART

Give information for the last three (3) years for which complete data are available for the facility or agency.

The fiscal year begins in January (month).

5
\ P31
Response: M NOV 21
2011 2010 2009
Utilization/Occupancy Rate (Patients) 330 394 413
Revenue from Services to Patients
1. Inpatient Services
2. Outpatient Services 1,589,405 2,241,164 2,182,067
3. Emergency Services
4. Other Operating Revenue (Specify)A/R Change 78,621 49,542 (12,870)
Gross Operating Revenue 1,668,026 2,290,706 2,169,197
Deductions from Operating Revenue
1. Contractual Adjustments 1,143,768 1,587,176 1,485,264
2. Provision for Charity Care 6,521 6,597 17,176
3. Provision for Bad Debt 18,491 21,922 3.215
Total Deductions 1,168,780 1,615,695 1,505,655
NET OPERATING REVENUE 499,246 675,011 663,542
Operating Expenses
1. Salaries and Wages 114,522 123,693 122,738
2. Physician’s Salaries and Wages
3. Supplies 71,576 64,974 75,718
4 . Taxes 1,380 4,222 3,029
5 . Depreciation 18,150 414 4,227
6. Rent 120,000 120,000 120,000
7. Interest, other than Capital
8. Management Fees:
a. Fees to Affiliates
b. Fees to Non-Affiliates
9. Other Expenses (Specify) _ see attached chart 206,750 305,278 307,438
Total Operating Expenses 532,378 618,581 633,150
Other Revenue (Expenses)-Net (Specify)
NET OPERATING INCOME (LOSS) (33,132) 56,430 30,392
Capital Expenditures
1. Retirement of Principal
2. Interest
Total Capital Expenditure
NET OPERATING INCOME (LOSS) LESSCAPITAL
EXPENDITURES (33,132) 56,430 30,392
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PROJECTES DATA CHART SUPPLEMENTAL-#1
o ) ) ] ) ) November 26, 2012
Give information for the two (2) years following the completion of this project. The fiscal year beg1@31:n|0pm

January (month).
ZDlZ NBU 27 Pm 3 18 Year 1 Year 2

A. Utilization/Occupancy Rate (Patients) 602

Revenue from Services to Patients
1. Inpatient Services
2. Outpatient Services 2,306,587 2,424,740
3. Emergency Services
4. Other Operating Revenue (Specify)

Gross Operating Revenue 2,306,587 2,424,740
Deductions from Operating Revenue
1. Contractual Adjustments 1,499,282 1,576,081
2. Provision for Charity Care
3. Provision for Bad Debt 46,132 48,495
Total Deductions 1,545,414 1,624,576
NET OPERATING REVENUE 761,173 800,164
Operating Expenses
1. Salaries and Wages 175,396 180,000
2. Physician’s Salaries and Wages
3. Supplies 208,000 215,000
4 . Taxes 4,400 4,400
5 . Depreciation 13,193 20,187
6. Rent 120,000 120,000
7. Interest, other than Capital
8. Management Fees:
a. Fees to Affiliates
b. Fees to Non-Affiliates
9. Other Expenses (Specify) __sec attached chart 230,518 237,440
Total Operating Expenses 751,507 777,027
Other Revenue (Expenses)-Net (Specify) 0 0
NET OPERATING INCOME (LOSS) 9,666 23,137

Capital Expenditures
1. Retirement of Principal
2. Interest (on Letter of Credit)

Total Capital Expenditure

NET OPERATING INCOME (LOSS) LESS
CAPITAL EXPENDITURES

9,666 23,137
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50 SUPPLEMENTAL-#1
November 26, 2012

OTHER EXPENSES 03:10pm
Other Expenses 2011 2010 20069 Yr-1 Yr-2
Utilities 26,645 28,754 29,163 28,000 29,000
Linen 15,207 17,685 13,638 24,000 24,000
Maintenance Contracts 9,719 7,645 9,420 12,000 12,000
Billing Contract 61,518 173,304 166,477 92,263 96,990
Insurance — Property 2,761 2,761 2,761 2,555 2,750
Insurance — Professional 8370 | 4,662 8,445 4,200 4,200
Repairs & Maintenance 34,493 13,694 23,395 26,000 28,000
Legal/Prof/Accounting 7,186 7,242 16,506 10,000 10,000
| Advertising 1,356 1,175 772 1,500 2,000
Continuing Education 11,993 3,465 5,110 5,000 3,500
Cleaning Service 2,900 3,200 3,700 4,000 4,000
Outside Services 18,267 3,439 19,061 14,000 14,000
Travel/Meals 3,937 2,018 2,410 5,000 5,000
Dues/Subscriptions 2,318 1,184 552 2,000 2,000
Miscellaneous 0 35,050 6,058 0 0
TOTAL (line D.9) 206,670 | 305,278 301,410 230,518 237,440
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S Please identify the project’s average gross charge, average deduction from operating revenue,
and average net charge.

Response: Please see following chart for a comparison of 2011 and Year 1 procedure charges:

The Center for ENT, Laser & Cosmetic Surgery, LLC

Utilization/Charges
2011 Year1 |
Number of Patients 330 602
Number of Procedures 1,579 2,880
Gross Revenue $1,668,026 $2,306,587
Deductions $1,168,780 $1,545,414
Net Revenue $499,246 $761,173
Average Gross/Patient $5,055 $3,832
Average Deduction $3,542 $2,567
Average Net/Patient $1,513 $1,265
Average Gross/Procedure $1,057 $801
Average Deductions $741 $537
Average Net/Procedure $316 $264
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6. A. Please provide the current and pré&)sed charge schedules for the proposal. Discuss any
adjustment to current charges that will result from the implementation of the proposal.
Additionally, describe the anticipated revenue from the proposed project and the impact on
existing patient charges.

Response: Please see following chart for a comparison of 2011 and Year 1 procedure charges:

The Center for ENT, Laser & Cosmetic Surgery, LLC

Utilization/Charges
2011 Year 1
Number of Patients 330 602
Number of Procedures 1,579 2,880
Gross Revenue $1,668,026 $2,306,587
Deductions $1,168,780 $1,545,414
Net Revenue $499,246 $761,173
Average Gross/Patient $5,055 $3,832
Average Deduction $3.542 $2,567
Average Net/Patient $1,513 $1,265
Average Gross/Procedure $1,057 $801
Average Deductions $741 $537
Average Net/Procedure $316 $264

With the anticipated increase in number of patients, gross, deductions, and net figures increase.
However, with the anticipated efficiencies of utilizing our ASTC, the average costs, both gross and net,
will decrease. At the same time, the ASTC will operate at a positive cash flow following implementation

of the project.
The anticipated gross revenue figure above is further broken down as follows:
$1,714,350  Anticipated ENT procedures, based on current utilization
559,012  Orthopedic procedures, based on utilization of surgeon

33,225  Podiatry procedures, based on utilization of surgeon

$2,306,587  Total anticipated Gross Revenue
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5
B. Compare the proposed charges to tﬁose of similar facilities in the service area/adjoining
service areas, or to proposed charges of projects recently approved by the Health Services and

Development Agency.

If applicable, compare the proposed charges of the project to the

current Medicare allowable fee schedule by common procedure terminology (CPT) code(s).

Response: The following information was obtained from the latest Joint Annual Reports (“JARs”) from
the existing ASTCs and hospitals (outpatient surgery data) in our primary service area:

Patient Charge Data/Utilization, ASTCs
Service Area, 2011

County/Facility ORs # Proc Avg $ Avg $ Avg § Avg
Proc/OR Gross Deduct Net
Bedford |
Center for ENT, Laser, Cosmetic 2 1,579 790 1,057 741 316
Coffee
Center for Day Surgery 1 1,281 1,281 2,651 1,853 798
Crown Surgery Center 2 274 137 2,703 1,802 901
Tullahoma Surgery Center 2 7,557 3,779 1,186 725 461
Community Cancer Center* N/A N/A N/A N/A N/A N/A

Source: Applicant reflects Calendar Year Data, Joint Annual Reports for ASTCs, 2011 (no

ASTCs in Lincoln County)

* Not Applicable, as this facility is a radiation oncology center
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Utilization Data, Hospital Outpatient Surgery

54

Service Area, 2011

2042 AT IS Py 3 g

County/Facility ORs | Ded OP | # Proc Avg | 7Y%

ORs | Proc/OR | Encounters
Bedford
Heritage Medical Center 3 1 2,656 885 2,349
Coffee
Harton Regional Medical Center (1) 7 2 6,717 960 5,816
Medical Center of Manchester  (2) 2 2 572 286 492
United Regional Medical Center (3) 2 3 1106 553 533
Lincoln
Lincoln Medical Center 2 0 770 385 770

Source: Joint Annual Reports for Hospitals, 2011 Provisional, Outpatient Only

NOTES: (1) Harton Regional Medical Center reported (on JARs) 7 inpatient plus 2 dedicated outpatient
surgery suites. Contact indicated that it has a total of 9 operating rooms, with 2 being dedicated to

outpatient surgery.

(2) Medical Center of Manchester reported (on JARs) 2 total ORs, with both being dedicated to
Outpatient Surgery, yet performed surgery on inpatients. Contact indicated a total of 2 ORs, and both
inpatient and outpatient surgeries are scheduled in both ORs.

(3) United Regional Medical Center reported (on JARs) 2 inpatient plus 3 outpatient ORs on JARs, yet
when contacted stated they had a total of 2 ORs — one sterile OR plus one clean procedure room.
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The Applicant’s Year.1 comparable projections to t?le above two charts are:

The Center for ENT, Laser & Cosmetic Surgery, LL.C

County/Facility ORs # Proc $ Avg $ Avg $ Avg
Gross Deduct Net
Bedford
Center for ENT, Laser, Cosmetic 2 2,880 801 537 264

Note: For the three previous charts, “$ Avg Gross” = average gross charge per procedure or encounter,

“$ Avg Deduct” = average deductions per procedure or encounter, and “$ Avg. Net” = average net

charge per procedure or encounter.” Further, the number of procedures (2,880) are an estimate based on

the respective number of procedures and patients in 2011 (374 patients generated 1,789 procedures,
according to the 2011 JAR. Therefore 602 patients would generate an estimated 2,880 procedures in

Year 1).
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7. Discuss how projected utilization rates wﬁl6be sufficient to maintain cost-effectiveness.

Response: The Projected Data Chart indicates sufficient income to maintain cost-effectiveness, with a
positive cash flow in both Years 1 and 2. Obviously, income is dependent upon rendering services to a
sufficient number of patients. As the Applicant’s owner has been in business for many years, the
Applicant feels comfortable with the projections.

Obviously, much of the increase will be with the new services proposed for the Applicant. The Applicant
provided 413, 394 and 330 outpatient surgical procedures in 2009 through 2011, respectively. We
anticipate providing 602 and 646 procedures in Years 1 and 2, respectively.

Historic utilization has decreased due to the fact that one of the physicians associated with Dr. Canonico
moved his family from Shelbyville. In effect, Dr. Canonico provides almost all of the outpatient surgical
procedures at the ASTC, and utilizes only one of the two operating rooms two days each week. His main
medical practice is in Shelbyville (adjacent to the ASTC), but he also maintains office hours and an active
medical practice in Tullahoma. Therefore, the majority of his time is spent seeing patients, as opposed to
performing outpatient procedures. Further, many relatively minor procedures can still be performed in
his offices. Since the normal schedule of utilizing the ASTC two days each week makes it impractical to
bring in personnel for a relatively minor procedure, patients occasionally receive such services in an
office setting, further reducing the ASTC volume.

Based on the anticipated increase that the two additional surgeons will bring to the ASTC, utilization
should almost double to utilizing both operating rooms two days each week. The orthopedic surgeon
anticipates performing 248 and 270 outpatient procedures in Years 1 and 2, respectively, and the
podiatrist anticipates performing 24 and 36 outpatient procedures during the same time.

These projections were based on how many surgical procedures were performed by these surgeons in
2011.

According to Dr. Wayne Mosley, an orthopedic surgeon in Shelbyville, it is very difficult and almost
impossible for an orthopedic surgeon to provide necessary services for his/her patients without access to
an ASTC. Dr. Mosley reports that he is losing 6 patients each week, as follows: at least 2 patients per
week, when told they need surgery, go to some other town due to their respective insurance policies
requiring them to utilize an outpatient surgery center for their procedures; and at least 4 patients call his
office each week, ask if he can perform surgery in Shelbyville somewhere other than the local hospital.
Insurance companies are not allowing potential patients to have outpatient surgical procedures
performed in the local hospital due to higher costs.

Further, Dr. Russell Oliver, a local podiatrist, reports that his patients have issues with the local hospital
and do not want to go there for surgery. Other patients’ primary care physician is not on staff at the
local hospital, and by the hospital’s bylaws, a podiatrist needs a staff physician to clear all patients for
surgery. The Applicant’s physician anesthesiologist clears patients for surgery, but the local hospital
does not have a physician anesthesiologist. Also, Dr. Oliver reports that his patients have such high
deductibles now on their respective insurance policies that having surgery in the local hospital is cost
prohibitive. Finally, patients have informed Dr. Oliver that ASTC surgery costs them half of the cost of
the same surgery in the local hospital, so they go elsewhere.
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8. Discuss how financial viability will be ensured within two years; and demonstrate the
availability of sufficient cash flow until financial viability is achieved.

Response: The Projected Data Chart indicates sufficient income to maintain cost-effectiveness, with a
positive cash flow in both Years 1 and 2. Obviously, income is dependent upon rendering services to a
sufficient number of patients. As the Applicant’s owner has been in business for many years, the
Applicant feels comfortable with the projections.

9. Discuss the project’s participation in state and federal revenue programs including a
description of the extent to which Medicare, TennCare/Medicaid, and medically indigent
patients will be served by the project. In addition, report the estimated dollar amount of
revenue and percentage of total project revenue anticipated from each of TennCare, Medicare,
or other state and federal sources for the proposal’s first year of operation.

Response: The ASTC participates in both the Medicare and Medicaid programs, and this participation
will continue with the approval of this application. The chart below lists the payor sources for 2011 and
what is projected for Year 1:

The Center for ENT, Laser & Cosmetic Surgery, LLC

Payor Source 2011 Year 1
Medicaid/TennCare 55% 44%
Commercial Insurance 34% 39%
Medicare 9% 16%
Self Pay 1% 0.5%
Worker’s Comp 1% 0.5%

The most notable change anticipated between 2011 and Year 1 involves the addition of orthopedic
procedures. Many of these procedures will be for elderly patients, and they are more likely to be
reimbursed by Medicare. Further, orthopedic procedures are more likely to be reimbursed by commercial
insurance. Therefore, the Applicant anticipates an increase in Medicare and Commercial Insurance
reimbursement, with a decrease in Medicaid/TennCare reimbursement.

Using the Year 1 anticipated percentages, the following assumptions are made:

Assuming net revenue of $761,173 the first year, approximately $121,788 will be reimbursed by Medicare
(Net Revenue of $761,173 x 16% Medicare), and approximately $34,253 will be reimbursed by the State
for Medicaid patients (Net Revenue of $761,173 x 44% Medicaid x 30% State Share).
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10.  Provide copies of the balance sheet and ?ncom‘_e statement from the most recent reporting
period of the institution and the most recent audited financial statements with accompanying notes, if
applicable. For new projects, provide financial information. for the corporation, partnership, or
principal parties involved with the project. Copies must be inserted at the end of the application, in
the correct alpha-numeric order and labeled as Attachment C, Economic Feasibility-10.

Response: Please see Attachment C.EF.10, which shows sufficient funds are available for this project.
These financial statements are not audited, and the Applicant does not have audited financials.
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11. Describe all alternatives to this project w?ugch were considered and discuss the advantages and
disadvantages of each alternative including but not limited to:

a. A discussion regarding the availability of less costly, more effective, and/or more efficient
alternative methods of providing the benefits intended by the proposal. If development of such
alternatives is not practicable, the applicant should justify why not; including reasons as to
why they were rejected.

Response: The Applicant has been in business for several years. Over the years, the local hospital has
initiated discussions with the Applicant to purchase the ASTC. However, the Applicant’s owner has
maintained the independence of the ASTC as a viable alternative to service area patients needing
outpatient surgery. On one occasion, the Applicant applied for and was approved to be a multi-specialty
facility. During the contested case hearing, however, a compromise was reached where the ASTC could
add one OR and one additional service (ophthalmology) in exchange for the ASTC to not pursue being a
multispecialty ASTC. Even so, local surgeons have requested the Applicant to add surgical services to
its license through CON.

Therefore, at least one alternative that has been considered was to negotiate with the local hospital to
purchase the ASTC, which would allow the hospital to pursue multi-specialty status without local
opposition. That alternative was discarded, however, as the owner of the Applicant felt that the very
nature of having a large health care chain operate both a hospital and an ASTC in the same community
would not provide a viable choice for local patients in deciding where to receive outpatient surgery.

No other alternatives were considered, as relates to the addition of these two surgical specialties.

b. The applicant should document that consideration has been given to alternatives to new
construction, e.g., modernization or sharing arrangements. It should be documented that
superior alternatives have been implemented to the maximum extent practicable.

Response: The Applicant has a sufficient physical plant for the addition of these two surgical services.
The ASTC is licensed, and received no deficiencies during its last survey by the Department of Health.
As the existing ORs are underutilized, the existing ASTC can be used more efficiently with the addition

of these services.

43



CONTRIBUTION TO THE ORDERLY DEVEL%Q’MENT OF HEALTH CARE

1. List all existing health care providers (e.g., hospitals, nursing homes, home care organizations,
etc.), managed care organizations, alliances, and/or networks with which the applicant
currently has or plans to have contractual and/or working relationships, e.g., transfer
agreements, contractual agreements for health services.

Response: The Applicant has transfer agreements with Heritage Medical Center in Shelbyville and
Middle Tennessee Medical Center in Murfreesboro. These agreements will continue.

2. Describe the positive and/or negative effects of the proposal on the health care system. Please
be sure to discuss any instances of duplication or competition arising from your proposal including a
description of the effect the proposal will have on the utilization rates of existing providers in the
service area of the project.

Response: As stated, much of the increase is due to the surgical procedures that will be performed by the
addition of orthopedics and podiatry. For the most part, most of these procedures are going to other
outpatient centers — not the local hospital. As reported, patients either have issues with the local hospital,
or will incur higher charges at the local hospital. Therefore, the vast majority of patients who will be
served with this addition are not going to the local hospital, and there will be no duplication or
competition issues.
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3. Provide the current and/or anticipated stz611]ﬁng pattern for all employees providing patient care
for the project. This can be reported using FTEs for these positions. Additionally, please compare the
clinical staff salaries in the proposal to prevailing wage patterns in the service area as published by the
Tennessee Department of Labor & Workforce Development and/or other documented sources.

Response: The addition of orthopedics and podiatry surgical services can be accomplished without
having to hire additional staff. Our ASTC is part time, as the ASTC is not utilized full time. These part
time personnel will work more hours with the addition of these services, but no new personnel will be

required.
Existing and Year 1 ASTC personnel and salary ranges are given below:

The Center for ENT, Laser & Cosmetic Surgery, LLC

ASTC Personnel
Position Current Year1
FTE FTE Salary Range
RN 1.7 2.1 $26 - $28/hour
Scrub Tech 0.3 0.6 $16 - $18/hour
Translator 0.3 0.5 $18/hour
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4. Discuss the availability of and accessibi6li%y to human resources required by the proposal,
including adequate professional staff, as per the Department of Health, the Department of
Mental Health and Developmental Disabilities, and/or the Division of Mental Retardation
Services licensing requirements.

Response: The addition of orthopedics and podiatry surgical services can be accomplished without
having to hire additional staff. Our ASTC is part time, as the ASTC is not utilized full time. These part
time personnel will work more hours with the addition of these services, but no new personnel will be
required.

Existing and Year 1 ASTC personnel and salary ranges are given below:

The Center for ENT, Laser & Cosmetic Surgery, LLC

ASTC Personnel
Position Current | Yearl
FTE FTE Salary Range
RN 1.7 K| $26 - $28/hour
Scrub Tech 03 0.6 $16 - $18/hour
Translator 0.3 0.5 $18/hour

In addition, please see Attachment C.OD.3 for prevailing wage patterns in the area.
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St Verify that the applicant has reviewed a?lg understands all licensing certification as required
by the State of Tennessee for medical/clinical staff. These include, without limitation,
regulations concerning physician supervision, credentialing, admission privileges, quality
assurance policies and programs, utilization review policies and programs, record keeping, and
staff education.

Response: The Applicant is familiar with all licensing certification requirements for medical/clinical
staff.

6. Discuss your health care institution’s participation in the training of students in the areas of
medicine, nursing, social work, etc. (e.g., internships, residencies, etc.).

Response: There is no current training by the Applicant as contemplated by this question.
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7. (a) Please verify, as applicable, that the gp4plicant has reviewed and understands the licensure
requirements of the Department of Health, the Department of Mental Health and Developmental
Disabilities, the Division of Mental Retardation Services, and/or any applicable Medicare

requirements.

Response: The Applicant is familiar with all licensure requirements of the regulatory agencies of the
State.

(b) Provide the name of the entity from which the applicant has received or will receive
licensure, certification, and/or accreditation.

Response:
Licensure: Tennessee Department of Health

Accreditation: Medicare, Medicaid, Accreditation Association for Ambulatory Health
Care, Inc.

(c) If an existing institution, please describe the current standing with any licensing,
certifying, or accrediting agency. Provide a copy of the current license of the facility.

Response: The Applicant is licensed by the Tennessee Department of Health, and had no deficiencies
during its last survey. Further, the Applicant is accredited by Medicare, Medicaid, and the Accreditation
Association for Ambulatory Health Care, Inc. As such, the Applicant is currently in good standing with
all of these entities. Please see Attachment C.OD.7.c.

(d) For existing licensed providers, document that all deficiencies (if any) cited in the last
licensure certification and inspection have been addressed through an approved plan of
correction. Please include a copy of the most recent licensure/certification inspection with an
approved plan of correction.

Response: The applicant had no deficiencies during its last survey. Please see Attachment C.OD.7.d.
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8. Document and explain any final 0rders605r judgments entered in any state or country by a
licensing agency or court against professional licenses held by the applicant or any entities or
persons with more than a 5% ownership interest in the applicant. Such information is to be
provided for licenses regardless of whether such license is currently held.

Response: There have been no final orders or judgments as are contemplated by this question.

9. Identify and explain any final civil or criminal judgments for fraud or theft against any person
or entity with more than a 5% ownership interest in the project

Response: There have been no final orders or judgments as are contemplated by this question.

10. If the proposal is approved, please discuss whether the applicant will provide the Tennessee
Health Services and Development Agency and/or the reviewing agency information concerning
the number of patients treated, the number and type of procedures performed, and other data
as required.

Response: The Applicant will provide all data contemplated by this question.
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66
PROOF OF PUBLICATION

Attach the full page of the newspaper in which the notice of ixm?tegppeared.fw’.h’t e mast and

dateline intact or submit a publication affidavit from the newspaper as le“OO;f)Of the pubfeation of the
letter of intent.

Response: If the requested documentation is not attached, it will be submitted once received.

DEVELOPMENT SCHEDULE

Tennessee Code Annotated § 68-11-1609(c) provides that a Certificate of Need is valid for a period not
to exceed three (3) years (for hospital projects) or two (2) years (for all other projects) from the date of
its issuance and after such time shall expire; provided, that the Agency may, in granting the
Certificate of Need, allow longer periods of validity for Certificates of Need for good cause shown.
Subsequent to granting the Certificate of Need, the Agency may extend a Certificate of Need for a
period upon application and good cause shown, accompanied by a non-refundable reasonable filing
fee, as prescribed by rule. A Certificate of Need which has been extended shall expire at the end of the
extended time period. The decision whether to grant such an extension is within the sole discretion of
the Agency, and is not subject to review, reconsideration, or appeal.

1. Please complete the Project Completion Forecast Chart on the next page. If the project will be
completed in multiple phases, please identify the anticipated completion date for each phase.

2. If the response to the preceding question indicates that the applicant does not anticipate
completing the project within the period of validity as defined in the preceding paragraph, please
state below any request for an extended schedule and document the “good cause” for such an
extension.

Form HF0004
Revised 05/03/04

Previous Forms are obsolete
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PROJECT COMPLE"IGI7ON FORECAST CHART

Enter the Agency projected Initial Decision date, as published in Rule 68-11-1609(c): 01/2013.

T | \(‘ .
Assuming the CON approval becomes the final agency action on that ziglt%;QBbida§e tﬁg n%m%ér of day from
the above agency decision date to each phase of the completion forecast.

Anticipated Date

Phase DAYS (MONTH/YEAR)
REQUIRED
1. Architectural and engineering contract signed
2. Construction documents approved by the Tennessee
Department of Health
3. Construction contract signed
4. Building permit secured
5. Site preparation completed
6. Building construction commenced
7. Construction 40% complete
8. Construction 80% complete
9. Construction 100% complete (approved for
occupancy (renovation)
10. *Issuance of license 30 02/2013
11. *Initiation of service 30 02/2013
12. Final Architectural Certification of Payment
13. Final Project Report Form (HF0055)

*

For projects that do NOT involve construction or renovation : Please complete items 10 and 11
only.

Note: If litigation occurs, the completion forecast will be adjusted at the time of the final

determination to reflect the actual issue date.
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ARREDAVIT

STATE OF TENNESSEE

COUNTY OF DAVIDSON 012 0CT 1S PH 3: 06

E. Graham Baker, Jr., being first duly sworn, says that he/she is the applicant named in this application

or his/her/its lawful agent, that this project will be completed in accordance with the application, that the
applicant has read the directions to this application, the Rules of the Health Services and Development
Agency, and T.C.A. § 68-11-1601, er seq., and that the responses to this application or any other
questions deemed appropriate by the Health Services and Development Agency are true and complete to

the best of his/her knowledge.

FL s Soatins. /—

S‘{@TURD TR

Sworn to and subscribed before me this 15" day of _October, 2012 - __.a
(month) (year)

Notary Public in and for the County/State of Davidson/Tennessee.

My commission expires May 6th , 2013

(Month/Day) (Year)
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62 Attachment Specific Criteria

AMBULATORY SURGICAL TREATMENT CENTERS

7 pr P, R )
Following are responses to the specific criteria for Ambulatory Surglzc%[l' "Ft‘«latjréenrt‘tgnﬁés on pages 51
and S2 of Tennessee’s Health: Guidelines for Growth:

1. The need for ambulatory surgical services shall be based upon the following assumptions:
a. An operating room is available 250 days per year, 8 hours per day.

Response: Our ASTC is and will continue to be available 250 days per year, 8 hours per day.

b. The average time per outpatient surgery case is 60 minutes.

Response: Our average time per outpatient procedure is less than 60 minutes.

c. The average time for clean-up and preparation between outpatient surgery cases is 30 minutes.
Response: Our average clean-up time between procedures is less than 30 minutes.

d. The expected capacity of a dedicated, outpatient, general purpose operating room is 80% of full
capacity. That equates to 800 cases per year.

Response: See chart below:

The Center for ENT, Laser & Cosmetic Surgery, LLC

County/Facility ORs # Proc $ Avg $ Avg $ Avg
Gross Deduct Net

Bedford -
Center for ENT, Laser, Cosmetic

2,880 801 537 264

RS

e. Unstaffed operating rooms are considered available for ambulatory surgery and are to be included
in the inventory and in the measure of capacity.

Response: The following information was obtained from the latest Joint Annual Reports (“JARs”) from the
existing ASTCs and hospitals (outpatient surgery data) in our primary service area:

Specific Criteria
Page 1
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Attachment Specific Criteria

Patient Charge Data/Utilization, ASTCs

Service Area, 2011

County/Facility ORs # Proc Avg $Avg $ Avg $ Avg
Proc/OR Gross Deduct Net

Bedford
Center for ENT, Laser, Cosmetic 2 1,579 790 1,057 741 316
Coffee
Center for Day Surgery 1 1,281 1,281 2,651 1,853 798
Crown Surgery Center 2 274 137 2,703 1,802 901
Tullahoma Surgery Center 2 7,557 3,779 1,186 725 461
Community Cancer Center* N/A N/A N/A N/A N/A N/A

Source: Applicant reflects Calendar Year Data, Joint Annual Reports for ASTCs, 2011 (no

ASTCs in Lincoln County)

* Not Applicable, as this facility is a radiation oncology center
pp _

Specific Criteria
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Attachment Specific Criteria

Utilization Data, Hospital Qutpatient Surgery

Service Area, 2011

County/Facility ORs | Ded OP | #Proc Avg O
ORs Proc/OR | Encounters

Bedford
Heritage Medical Center 3 1 2,656 885 2,349
Coffee
Harton Regional Medical Center (1) 7 2 6,717 960 5,816
Medical Center of Manchester  (2) 2 2 572 286 492
United Regional Medical Center (3) 2 3 1106 553 533
Lincoln
Lincoln Medical Center 2 0 770 385 770

Source: Joint Annual Reports for Hospitals, 2011 Provisional, Outpatient Only

NOTES: (1) Harton Regional Medical Center reported (oﬁ JARs) 7 inpatient plus 2 dedicated outpatient
surgery suites. Contact indicated that it has a total of 9 operating rooms, with 2 being dedicated to outpatient

surgery.

(2) Medical Center of Manchester reported (on JARs) 2 total ORs, with both being dedicated to Outpatient
Surgery, yet performed surgery on inpatients. Contact indicated a total of 2 ORs, and both inpatient and
outpatient surgeries are scheduled in both ORs.

(3) United Regional Medical Center reported (on JARs) 2 inpatient plus 3 outpatient ORs on JARs, yet when
contacted stated they had a total of 2 ORs — one sterile OR plus one clean procedure room.

Specific Criteria
Page 3
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Attachment Specific Criteria

2 “Sepvice Area” shall mean the county or counties represented by the applicant as the
reasonable area to which the facility intends to provide services and/or in which the majority of its
service recipients reside.

Response: Our primary service area consists of Bedford, Coffee and Lincoln Counties, which three counties
totaled 77% of our existing patients in 2011. Our proposed service area will not change, indicating the
reasonableness of the service area. Please see patient origin chart below:

Applicant’s Patient Origin -- 2011

County % of Pts.
Bedford 39.0
Coffee 22.0
Franklin 7.0
Giles 0.5
Grundy 1.0
Lincoln 16.0
Marshall 11.0
Maury 0.5
Moore 0.5
Rutherford 2.0
Warren 0.5 ]
Total 100.0

Please see Attachment C.Need.3 for a map of the primary service area.

Currently, there are no hospital operating rooms in Bedford County that are dedicated to outpatient surgery, and
there is only one existing ASTC in Bedford County (the Applicant). There are no hospital operating rooms in
Coffee County that are dedicated to outpatient surgery, and there are three ASTCs in Coffee County. There are
no hospital operating rooms in Lincoln County that are dedicated to outpatient surgery, and there are no existing

ASTCs in Lincoln County.

3. The majority of the population of a service area for ambulatory surgical services should reside
within 30 minutes travel time to the facility.

The majority of our patients in our primary service area live within a 30-minute drive of our facility.

Specific Criteria
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73 Attachment Specific Criteria

4. All applicants should demonstrate the ability to perform a minimum of 800 operations and/or
procedures per year per operating room and/or procedure room. T his assumes 250 days x 4
surgeries/procedures x .80.

There were 790 procedures per operating room performed at the Applicant’s facility in 2011, and the only
surgeon there was incapacitated for some of that time due to having had surgery himself.

There will be no problem in exceeding this guideline, as Dr. Canonico is now healthy again, and the Applicant
hopes to add orthopedics and podiatry.

5. A certificate of need (CON) proposal to establish a new ambulatory surgical treatment center or to
expand the existing services of an ambulatory treatment center shall not be approved unless the
existing ambulatory surgical services within the applicant’s service area or within the applicant’s
facility are demonstrated to be currently utilized at 80% of service capacity. Notwithstanding the
80% need standard, the Health Services and Development Agency may consider proposals for
additional facilities under the following conditions: proposals for facilities offering limited-specialty
type programs or proposals for facilities where accessibility to surgical services is limited.

Response: See utilization charts for both ASTCs and hospital outpatient surgery in the service area:

Patient Charge Data/Utilization, ASTCs

Service Area, 2011
County/Facility ORs # Proc Avg $ Avg $ Avg $ Avg
Proc/OR Gross Deduct Net

Bedford
Center for ENT, Laser, Cosmetic 2 1,579 790 1,057 741 316
Coffee

| Center for Day Surgery 1 1,281 1,281 2,651 1,853 798
Crown Surgery Center 2 274 137 2,703 1,802 901
Tullahoma Surgery Center 2 7,557 3,779 1,186 725 461 |
Community Cancer Center* N/A N/A N/A N/A N/A N/A

Source: Applicant reflects Calendar Year Data, Joint Annual Reports for ASTCs, 2011 (no

ASTCs in Lincoln County)

* Not Applicable, as this facility is a radiation oncology center

Specific Criteria
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Utilization Data, Hospital Outpatient Surgery

Service Area, 2011

County/Facility ORs Ded OP | #Proc Avg #
ORs Proc/OR | Encounters

Bedford
Heritage Medical Center 3 1 2,656 885 2,349
Coffee
Harton Regional Medical Center (1) 7 2 6,717 960 5,816
Medical Center of Manchester  (2) 2 2 572 286 492
United Regional Medical Center (3) 2 3 1106 553 533
Lincoln
Lincoln Medical Center 2 0 770 385 770

Souice: Joint Annual Reports for Hospitals, 2011 Provisional, Outpatient Only

NOTES: (1) Harton Regional Medical Center reported (on JARs) 7 inpatient plus 2 dedicated outpatient
surgery suites. Contact indicated that it has a total of 9 operating rooms, with 2 being dedicated to outpatient

surgery.

(2) Medical Center of Manchester reported (on JARs) 2 total ORs, with both being dedicated to Outpatient
Surgery, yet performed surgery on inpatients. Contact indicated a total of 2 ORs, and both inpatient and
outpatient surgeries are scheduled in both ORs.

(3) United Regional Medical Center reported (on JARs) 2 inpatient plus 3 outpatient ORs on JARs, yet when
contacted stated they had a total of 2 ORs — one sterile OR plus one clean procedure room.

6. A CON proposal to establish an ambulatory surgical treatment center or to expand existing services
of an ambulatory surgical treatment must specify the number of projected surgical operating rooms
to be designated for ambulatory surgical services. ‘

Response: The Center now has two operating rooms, and no additional rooms are requested.

7. A CON proposal to establish an ambulatory surgical treatment center or to expand existing services
of an ambulatory surgical treatment center must project patient utilization Jor each of the first eight
calendar quarters following the completion of the proposed project. All assumptions, including the
specific methodology by which utilization is projected, must be clearly stated.

Response: The Applicant conservatively projects performing 2,880 and 3,090 procedures during the next two
years of operation. Based on those projections, the quarterly projections would be as follows:

Specific Criteria
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690 5 750
2" 720 6" 760
34 730 7 780
4 740 . 8" 800

The Applicant has no specific methodology for making these projections. Total projections were based on
combining historic utilization with the additional procedures that are now “lost” by the two surgeons desiring
privileges at our Center. The Applicant understands there will be a “ramping up” process, but has no way of
specifically stating exactly how many of these procedures would occur by quarter.

8. A CON proposal to establish an ambulatory surgical treatment center or to expand the existing
services of an ambulatory surgical treatment center must project patient origin by percentage by
county of residence. All assumptions, including the specific methodology by which utilization is
projected, must be clearly stated.

Response: Our primary service area consists of Bedford, Coffee and Lincoln Counties, which three counties
totaled 77% of our existing patients in 2011. Our proposed service area will not change, indicating the
reasonableness of the service area. Please see patient origin chart below:

Applicant’s Patient Origin -- 2011

County % of Pts.
Bedford 39.0
Coffee 22.0
Franklin 7.0
| Giles 0.5
Grundy 1.0
Lincoln 16.0
Marshall 11.0
Maury 0.5
Moore ' 0.5
Rutherford 2.0
Warren 0.5
Total | 100.0

There is no specific methodology in determining our proposed service area, other than examining our existing
service area. We anticipate no change.

Specific Criteria
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Find Shortage Areas: MUA/P by State and County Page L of |
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Search

| U.S. Department of Health and Human Services
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Home e Fl;n;lngl;: Bedford County

Find I
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A-Z Index | Questions? | Order Publicalions

I Home Get Health Care Grants Loans & Scholarships Dzata & Statistics Public Health About HRSA

Find Shortage Areas: MUA/P by State and County

Shortage - Criteria:

Designation tale: Tennessec

Home County: Coffee County
et oAl

Areas Results: 0 records found.

HPSA &
MUA/P by I
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FPSTby_ We MUAS in this county.
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e [ WEWsEARGH ' | [ WODIFYSEARCHCRITERIA |
e
Medicare
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A-Z Index | Questions? | Order Publications
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Attachment C.EF.2
Center for €ENT, Laser & Cosmetic Surgery, L.L.C.

310 Colloredo Blvd., Suite B
Shelbyville, TN 37160
Phone (931) 684-3504 o Fax (931) 684-2962

October 5, 2012

To Whom It May Concern::

The project costs for The Center for ENT, Laser & Cosmetic Surgery, LLC to expand services to
include orthopedic and podiatry surgery will be funded by the Center for ENT, Laser & Cosmetic
Surgery, LLC. :

Sincerely,

Domenic M. Canonico, M.D.
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ENT ILASER& COSMETIC SURGERY LLC
FINANCIAL STATEMENTS

JUNE 30, 2012

Attachment C.EF.10

DUNCAN, WHEELER & WILKERSON, P.C.
CERTIFTED PUBLIC ACCOUNTANTS
COOKEVILLE, TN.
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DUNCAN, WHEELER & WILKERSON, P.C. 02 07 15 Py 3 07
CERTIFTED PURLIC ACCOUNTANTS
228 E. BROAD ST., SUITE 200
COOKEVILLE, TN. 38501

ACCOUNIANT'S COMPILATION REPORT

AUGUST 24, 2012

TO THE MEMBER'S OF
ENT, ILASER & COSMETIC SURGERY, LIC

WE HAVE COMPILED THE ACCOMPANYING STATEMENT OF ASSETS, LIABILITIES,
AND MEMBER'S EQUITY - INCOME TAX BASIS OF ENT, LASER & COSMETIC SURGERY,
LILC, AS OF JUNE 30, 2012 AND THE RELATED STATEMENT OF REVENUES AND EXPENSES
- INCOME TAX BASIS FCR THE THREE MCNTHS AND THE SIX MONTHS ENDED
JUNE 30, 2012 AND 2011. WE HAVE NOT AUDITED CR REVIEWED THE ACCOMPANYING
FINANCIAL STATEMENTS AND, ACCORDINGLY, DO NOT EXPRESS AN OPINICON
OR PROVIDE ANY ASSURANCE ABROUT WHETHER THE FINANCIAL STATEMENTS ARE IN
ACCORDANCE WITH THE INCOME TAX BASIS OF ACCOUNTING.

MANAGEMENT IS RESPONSIBLE FOR THE PREPARATION AND FATR PRESENTATTICN
OF THE FINANCIAL STATEMENTS IN ACCORDANCE WITH THE INCOME TAX RASIS OF
ACCOUNTING AND FOR DESIGNING, IMPLEMENTING, AND MATNTATNING INTERNAL
CONTROL RELEVANT TO THE PREPARATION AND FAIR PRESENTATION OF FINANCIAL
STATEMENTS.

OUR RESPONSIBILITY IS TO CONDUCT THE COMPILATION IN ACCORDANCE WITH
STATEMENTS ON STANDARDS FOR ACCOUNTING AND REVIEW SERVICES ISSUED RBY
THE AMERTICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS. THE OBJECIIVE
OF A COMPILATION IS TO ASSIST MANAGEMENT IN PRESENTING FINANCIAL
INFORMATION IN THE FORM OF FINANCIAL: STATEMENTS WITHOUT UNDERTAKING
TO OBTAIN OR PROVIDE ANY ASSURANCE THAT THERE ARE NO MATERIAL MODIFICATIONS
THAT SHOULD BE MADE TO THE FINANCIAL STATEMENTS.

MANAGEMENT HAS ELECTED TO CMIT SUBSTANITALLY ALL OF THE DISCLOSURES
ORDINARTLY INCLUDED IN FINANCIAL STATEMENTS PREPARED IN ACCCRDANCE WITH
THE INCOME TAX BASTS OF ACCOUNTING. IF THE OMITTED DISCLOSURES WERE

— INCLUDED -IN-THE-FINANCTAT STATEMENTS ; THEY MICHT INFLUENCE THE USER'S
CONCLUSIONS ABOUT THE COMPANY'S ASSETS, LIARILITIES, EQUITY, REVENUES
AND EXPENSES. ACCORDINGLY, THE FINANCIAL STATEMENTS ARE NOT DESIGNED FOR
THOSE WHO ARE NOT INFORMED ABCUT SUCH MATTERS.

WE ARFE NOT INDEPENDENT WITH RESPECT TO ENT LASER
& COSMETIC SURGERY, LIC.

5 wnean, W Bssle - Wollway P C.
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ENT LASER& COSMETIC SURGERY LIC
FINANCIAL STATEMENTS

DECEMBER 31, 2011

DUNCAN, WHEELER & WILKERSON, P.C.
CERTIFIED PUBLIC ACCOUNTANTS
COCKEVILLE, TN.
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DUNCAN, WHEELER & WILKERSCN, P.C.
CERTIFIED PUBLIC ACCOUNTANTS
228 E. BRCAD ST., SUITE 200

COCKEVILLE, TN. 38501

ACCOUNTANT'S COMPITATION REPORT

FEBRUARY 6, 2012

TO THE MEMBERS OF
ENT TASER& COSMETIC SURGERY IIC

WE HAVE COMPILED THE ACCOMPANYING STATEMENT OF ASSETS, LIABITITIES,
AND EQUITY OF ENT LASER& COSMETIC SURGERY IIC AS OF DECEMBER 31, 2011 AND T
RELATED STATEMENT OF REVENUES AND EXPENSES- INCOME TAX BASIS
FOR THE THREE MONIHS AND THE TWELVE MONTHS ENDED DECEMBER 31, 2011
AND 2010. WE HAVE NOT AUDITED OR REVIEWED THE ACCOMPANYING
FINANCTAL STATEMENTS AND, ACCORDINGLY, DO NOT EXPRESS AN OPINION
OR PROVIDE ANY ASSURANCE ABOUT WHETHER THE FINANCTAL STATEMENTS ARE IN
ACCORDANCE WITH ACCOUNTING PRINCIPLES GENERAIIY ACCEPTED IN THE UNITED
STATES OF AMERICA.

THE OWNER IS RESPONSIBLE FOR THE PREPARATION AND FATR PRESENTATICN
OF THE FINANCIAL STATEMENTS IN ACCORDANCE WITH ACCOUNTING PRINCIPLES
GENERALLY ACCEPTED IN THE UNITED STATES OF AMERICA AND FOR DESIGNING,

AND FATR PRESENTATION OF FINANCIAL STATEMENTS .

OUR RESPONSIBILITY IS TO CONDUCT THE COMPTIATION IN ACCORDANCE WITH
STATEMENT'S ON STANDARDS FOR ACCOUNTING AND REVIEW SERVICES
LSSUED BY THE AMERICAN INSTITUTE OF CERTTEFTED PUBLIC ACCOUNTANTS.
THE CBJECTIVE OF A COMPILATION IS TO ASSIST MANAGEMENT IN
PRESENTING FINANCIAL INFORMATION IN THE FORM OF FINANCIAL
STATEMENTS WITHOUT UNDERTAKING TO OBTAIN OR PROVIDE
ANY ASSURANCE THAT THERE ARE NO MATERTAL MCDIFTCATIONS THAT SHOULD
BE MADE TO THE FINANCIAL STATEMENTS.

MANAGEMENT HAS ELECTED TO OMIT ALL OF THE DISCLOSURES REQUIRED

BY ACCOUNTING PRINCTIPLES CENERALILY ACCEPTED TN THE UNITED STATES

OF AMERICA. IF THE OMITTED DISCIOSURES WERE INCLUDED IN THE FINANCIAL
STATEMENTS, THEY MIGHT INFLUENCE THE USER'S CONCLUSIONS AROUT THE
COMPANY 'S FINANCIAL POSTITION, RESULTS OF OPERATIONS, AND CASH FLOWS.
ACCORDINGLY, THE FINANCIAL STATEMENTS ARE NOT DESIGNED FOR THOSE WHO
ARE NOT INFORMED ABOUT SUCH MATTERS.

WE ARE NOT INDEPENDENT WITH RESPECT TO ENT IASER
& COSMETIC SURGERY, II(C.

: » il 2~ w2
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ENT LASER& COSMETIC SURGERY 1IC
STATEMENT OF REVENUES AND EXPENSES

INCOME TAX BASIS
FCR THE THREE MONTHS
AND THE TWELVE MONTHS ENDED
DECEMBER 31, 2011

---=~CURRENT PERIOD---- -----YEAR TO DATE-—-——
AMCUNT PCT. AMOUNT PCT.
NET PROFESSIONAL FEES $88,816.26 100.00 %  $499,420.65 100.00 %
OPERATING EXPENSES
PERSONNEL EXPENSE 23,254.79 26.18 114,521.70 22.93
CONTRACT LAROR 181.25 .20 181.25 .04
CTHER OUTSIDE SERVICES 10,307.09  11.60 32,484.59 6.50
MALPRACTICE INSURZNCE 4,207.00 4,74 8,370.00 1.68
30,000.00 33.78 120,000.00 24.03
UTILITIES 9,110.13 10.26 26,644 .96 5.34
DEPRECIATICON 642.43 72 18,149.90 3.63
REPATIRS & MAINTENZANCE 4,894.26 5.51 34,492.54 6.91
MATNTENANCE CONTRACTS 1,852.29 2.09 9,718.93 1.95
BANK CHARGES 219.51 .25 506.61 .10
«~ OFFICE SUPPLIES 1,120.02 1.26 2,626.85 .53
ADVERTISING 556.34 .63 1,356.34 .27
TRAVEL EXPENSE 470.22 .53 3,302.89 .66
- 60.85 .07 314.66 .06
TELEPHCNE .00 .00 371.68 .07
CONTINUING EDUCATION 58.50 .07 11,992.94 2.40
PRACTICE DEVELOPMENT 164 .36 .19 2,415.83 .48
AUTO EXPENSE 225.35 .25 320.00 .06
44,00 .05 62.04 .01
+ SURGICAL/MEDICAI, SUPPLIES 20,364.78 22.93 68,948.85 13.81
DUES AND SUBSCRIPTIONS 625.00 .70 2,318.50 .46
OTHER INSURANCE .00 .00 2,761.00 .55
TAXES & LICENSES .00 .00 1,380.00 .28
LEGAL & PROFESSIONAL .00 .00 4,610.95 .92
ACCOUNTING FEES 2,575.00 "2.90 2,575.00 .52
MISCELLANEQOUS 75.00 .08 526.55 J11
REIMBURSED EXPENSES 11,006.44 12.39 61,598.12  12.33
TOTAL OPERATING EXPENSES 122,014.61 137.38 532,552.68 106.63
INCOME (LOSS) FROM OPERATIONS (33,198.35) (37.38) (33,132.03) (6.63)
OTHER INCOME & (EXPENSE)
INCOME (LOSS) BEFORE TAXES (33,198.35) (37.38) (33,132.03) (6.63)
NET INCOME (I0SS) $(33,198.35) (37.38)% $(33,132.03) (6.63)%

SEE ACCOUNTANTS' COMPILATION REPORT
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ENT IASER& COSMETIC SURGERY IIC
FINANCIAL, STATEMENTS

DECEMBER 31, 2010

DUNCAN, WHEELER & WITKERSON, P.C,
CERTIFIED PUBLIC ACCOUNTANTS
COOKEVILIE, TN.
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DUNCAN, WHEELER & WILKERSON, P.C.
CERTIFIED PUBLIC ACCOUNTANTS
228 E. BROAD ST., SUITE 200

CCOKEVILLE, TN. 38501

ACCOUNTANT'S COMPILATION REPCRT

MARCH 3, 2011

TO THE MEMBERS OF
ENT LASER& COSMETIC SURGERY IIC

WE HAVE COMPILED THE ACCOMPANYING STATEMENTS OF ASSETS,
LIABILITIES, AND EQUITY-CASH RASIS OF
ENT LASER& COSMETIC SURGERY LIC AS OF DECEMEER 31, 2010 AND THE
RETATED STATEMENT OF REVENUE COLILECTED AND EXPENSES PATD _
FOR THE THREE MONTHS AND THE TWELVE MONTHS ENDED DECEMBER 31, 2010
AND 2009. WE HAVE NOT AUDITED OR REVIEWED THE ACCOMPANYING
FINANCIAL STATEMENTS AND, ACCORDINGLY, DO NOT EXPRESS AN OPINICN
OR PROVIDE ANY ASSURANCE ABCUT WHETHER THE FINANCIAL STATEMENTS ARE IN
ACCORDANCE WITH ACCOUNTING PRINCIPIES GENERALLY ACCEPTFD IN THE UNITED
STATES OF AMERICA.

THE OWNER IS RESPONSIBLE FOR THE PREPARATION AND FATR PRESENTATION
OF THE FINANCTAL STATEMENTS IN ACCORDANCE WITH ACCOUNTING PRINCTIPLES
GENERALLY ACCEPTED IN THE UNITED STATES OF AMERICA AND FCR DESIGNING,
IMPLEMENTING, AND MAINTAINING INTERNAL CONTRCL: RELEVANT TO THE PREPARATION
AND FATR PRESENTATION OF FINANCIAL STATEMENTS.

OUR RESPCNSIBILITY IS TO CONDUCT THE CCOMPILATION IN ACCORDANCE WITH
STATEMENTS ON STANDARDS FOR ACCOUNTING AND REVIEW SERVICES
ISSUED BY THE AMERICAN INSTITUTE OF CERTTIFIED PUBLIC ACCOUNTANTS.
THE OBJECTIVE OF A COMPILATION IS TO ASSIST MANAGEMENT IN
PRESENTING FINANCIAL INFORMATION IN THE FORM OF FINANCTAL
STATEMENTS WITHOUT UNDERTAKING TO CBTAIN CR PROVIDE
ANY ASSURANCE THAT THERE ARE NO MATERTAL MODIFICATTIONS THAT SHOULD
BE MADE TO THE FINANCTAL STATEMENTS .

MANAGEMENT HAS ELECTED -TO-OMIP-ALfOF THE DISCIOSURES REQUIRED

BY ACCOUNTING PRINCIPLES GENERAIIY ACCEPTED IN THE UNITED STATES
OF AMERICA. IF THE OMITTED DISCLOSURES WERE INCLUDED IN THE FINANCTAL

WE ARE NOT INDEPENDENT WITH RESPECT TO ENT LASER
& COSMETIC SURGERY, LIC.

i i |
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ENT LASER& COSME%%C SURGERY LIC
STATEMENT OF REVENUE COLIECTED
AND EXPENSES PATD
FCR THE THREE MCNTHS
AND THE, TWELVE MONTHS ENDED
DECEMBER 31, 2010

~=~=CURRENT PERICD---- ——=—n YEAR TO DATE-----
AMOUNT PCT. AMOUNT BCT.
NET PROFESSIONAL FEES $153,034.19 100.00 % $675,986.83 100.00
OPERATING EXPENSES
PERSONNEL:, EXPENSE 33,911.70 22 .16 123,692.50 18.30
CONTRACT IABOR .00 .00 1,176.50 .17
OTHER OUTSIDE SERVICES 8,369.88 5.47 22,738.73 3.36
MALPRACTICE INSURANCE .00 .00 4,662.00 .69
RENT 30,000.00 19.60 120,000.00 17.75
UTILITIES 9,528.68 6.23 28,753.53 4.25
DEPRECTATION 57.50 .04 414 .49 .06
SECTICON 179 EXPENSE 2,911.95 1.90 35,049.95 5.19
REPATRS & MAINTENANCE 1,833.97 1.20 13,693.58 2.03
MATNTENANCE CONTRACTS 1,801.20 1.18 7,645 .44 1.13
BANK CHARGES . 83.90 .05 " 636.24 .09
OFTICE SUPPLIES 1,583.63 1.03 3,882.42 .57
ADVERTISING 500.00 .33 1,175.00 .17
TRAVEL, EXPENSE 1,732.73 1.13 1,808.37 27
MEALS 98.38 .06 210.01 .03
CONTINUING EDUCATION 3,315.10 2.17 3,465.10 354
PRACTICE DEVELOBEMENT .00 .00 650.00 .10
AUTO EXPENSE 170.20 .11 170.20 .03
POSTAGE .00 .00 15.09 .00
SURGICAL/MEDICAL SUPPLIES 18,102.04 11.83 61,091.94 9.04
DUES AND SURSCRIPTIONS 166.67 .11 1,184.39 .18
TAXES & LICENSES 334.00 .22 4,222.25 .62
LEGAL & PROFESSICNAIL .00 .00 2,649.05 .39
ACCOUNTING FEES 2,575.00 1.68 4,593 .05 .68
_ MISCEIIANEQUS 1,679-53 110 2,671,971 40
REIMBURSED EXPENSES 28,358.00 18.53 173,304.40 25.64
TOTAL OPERATING EXPENSES 147,114 .06 96.13 619,556.14 91.65
INCOME (LOSS) FROM OPERATIONS 5,920.13 3.87 56,430.69 8.35
OTHER INCOME & (EXPENSE)
INCOME (LOSS) BEFORE TAXES 5,920.13 3.87 56,430.69 8.35
NET INCOME (LOSS) $5,920.13 3.87 % $56,430.69 8.35

SEE ACCOUNTANTS' COMPILATION REPORT
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ENT LASER& COSMETIC SURGERY LLC
FINANCIAL STATEMENTS

DECEMBER 31, 2009

DUNCAN, WHEELER & WILKERSON, P.C.
CERTIFIED PUBLIC ACCOUNTANTS
COOKEVILLE, TN.
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DUNCAN, WHEELER & WILKERSON, P.C. 2017 OCT {5 Pl 3 07
CERTIFIED PUBLIC ACCOUNTANTS
228 E. BROAD ST., SUITE 200
COOKEVILLE, TN. 38501

JANUARY 24, 2010

TO THE MEMBERS OF
ENT LASER& COSMETIC SURGERY LLC

WE HAVE COMPILED THE ACCOMPANYING STATEMENTS OF ASSETS,
LTIABILITTIES, AND EQUITY-CASH BASIS OF
ENT TASER& COSMETIC SURGERY LIC AS OF DECEMBER 31, 2009 AND THE
REIATED STATEMENT OF REVENUE COLLECTED AND EXPENSES PATD
FOR THE THREE MONTHS AND THE TWELVE MCNTHS ENDED DECEMBER 31, 2009
AND 2008 IN ACCORDANCE WITH STATEMENTS ON STANDARDS FOR ACCOUNTING
AND REVIEW SERVICES ISSUED BY THE AMERICAN INSTITUTE OF
CERTIFIED PUBLIC ACCOUNTANTS. THIS FINANCIAL
STATEMENT HAS BEEN PREPARED ON THE CASH BASIS OF ACCOUNTING,
WHICH IS A COMPREHENSIVE BASIS OF ACCOUNTING OTHER THAN
GENERALLY ACCEPTED ACCOUNTING PRINCIPLES.

A COMPILATION IS LIMITED TO PRESENTING IN THE FORM OF
FINANCIAT, STATEMENTS INFORMATION THAT IS THE REPRESENTATION
OF MANAGEMENT. WE HAVE NOT AUDITED OR REVIEWED THE ACCOMPANYING
FINANCIAL, STATEMENTS AND, ACCORDINGLY, DO NOT EXPRESS AN OPINION
OR ANY OTHER FORM OF ASSURANCE CN THEM.

MANAGEMENT HAS ELECTED TO OMIT SUBSTANTIALLY ALL
OF THE DISCLOSURES ORDINARILY INCLUDED IN FINANCIAL STATEMENTS
PREPARED CON THE CASH BASTIS OF ACCOUNTING. IF THE
OMITTED DISCLOSURES WERE INCLUDED IN THE FINANCIAL STATEMENTS,
THEY MIGHT INFLUENCE THE USER'S CONCLUSICON ABOUT THE COMPANY'S
FINANCIAL POSITION. ACCORDINGLY, THESE FINANCIAL STATEMENTS
ARE NOT DESIGNED FOR THOSE WHO ARE NOT INFORMED ABOUT SUCH

WE ARE NOT INDEPENDENT WITH RESPECT TO ENT LASER
& COSMETIC SURGERY, LLC.

%ﬁ% otk 7 /‘/é{/“ io{’



97

ENT LASER& COSMETIC SURGERY LLC
STATEMENT OF ASSETS, LIABILITIES, AND EQUITY
DECEMBER 31, 2009

kkkkk A G S E T S **k**

CURRENT ASSETS

CASH $86,902.80
ACCOUNTS RECEIVABLE 6,176.34
TOTAL CURRENT ASSETS 93,079.14
PROPERTY, PLANT & EQUIPMENT .
EQUIPMENT g 89,301.39
LEASEHOLD IMPROVEMENTS 13,642.30
OTHER DEPRECIABLE ASSETS 3,000.00
105,943 .69
LESS: ACCUMULATED DEPRECIATION (101,054 .52)
4,889.17
$97,968.31

#%%%* L, TABILITIES AND EQUTITY ****

CURRENT LIABILITIES

PAYABLE ENT $1,121.48
PAYABLE CITI MASTERCARD 9,459.36
TOTAL: CURRENT LIABILITIES 10,580.84

IONG-TERM DEBT LESS CURR. PORTION

TOTAL LIABILITIES 10,580.84

EQUITY
CAPITAL CONTRIBUTION-CANONICO 56,994.99
CURRENT YEAR NET INCOME (LOSS) 30,392.48
TOTAL EQUITY 87,387.47
$97,968.31

SEE ACCOUNTANTS' COMPILATION REPORT
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ENT LASER& COSMETIC SURGERY LLC
STATEMENT OF REVENUE COLIECTED

AND EXPENSES PAID

FOR THE THREE MONTHS

AND THE TWELVE MONTHS ENDED

DECEMBER 31, 2009

~-~~CURRENT PERIOD----

AMOUNT PCT. AMOUNT PCT.
NET PROFESSICNAL FEES $142,705.34 100.00 % $5663,542.05 100.00 %
OPERATING EXPENSES
PERSONNEL EXPENSE 43,543 .27 30.51 122,738.10 18.50
CONTRACT LABROR 464 .70 .33 3,392.83 .51
OTHER OUTSIDE SERVICES 11,532.65 8.08 31,634.00 4.77
RENT 30,000.00 21.02 120,000.00 18.08
UTILITIES 7,629.42 5.35 29,162.99 4.40
DEPRECIATION ) (3,897.20) (2.73) 4,227.14 .64
SECTION 175 EXPENSE 6,058.11 4.25 6,058.11 a il
REPATRS & MAINTENANCE 12,741.96 8893 23,395.04 3.53
MATNTENANCE CONTRACTS - 2,304.07 1.61 9,420.09 1.42
BANK CHARGES 142.50 -8 543.62 .08
OFFICE SUPPLIES 736 .41 +52 2,754.89 .42
ADVERTISING .00 .00 772.00 .12
TRAVEL EXPENSE 820.56 aa 1,814.40 .27
MEALS 546.11 .38 596.11 .09
CONTINUING EDUCATION 277 .45 .19 5,110.45 .77
PRACTICE DEVELOPMENT 92.74 .06 666.33 .10
POSTAGE 70.57 .05 111.69 .02
SURGICAL/MEDICAL SUPPLIES 25,166.81 17.64 72,923.47 10.99
DUES AND SUBSCRIPTICNS .00 .00 551...72 .08
OTHER INSURANCE 2,839.00 1.99 11,206.00 1.69
TAXES & LICENSES 227.00 .16 3,029.25 .46
LEGAL: & PROFESSTIONAL 4,025.00 2.82 15,855.00 2.39
ACCOUNTING FEES .00 .00 650.00 .10
MISCELLANEOUS .00 .00 49.36 .01
REIMBURSED EXPENSES 357059720 2457 166,445 .88 25.08
TOTAL OPERATING EXPENSES 180,380.33 126.40 633,149.57 95.42
INCOME (LOSS) FROM OPERATIONS (37,674.99) (26.40) 30,392.48 4.58
OTHER INCOME & (EXPENSE)
INCOME (LOSS) BEFORE TAXES (37,674.99) (26.40) 30,392.48 4.58
NET INCOME (LOSS) $(37,674.99) (26.40)% $30,392.48 4.58 %

SEE ACCOUNTANTS!

COMPILATION REPORT
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ENT LASER& COSMETIC SURGERY ILC
STATEMENT OF REVENUES AND EXPENSES
INCOME TAX BASIS
FOR THE THREE MONTHS .
AD THE STX mowtss mvoEp 2012 OCT !5 FH 3 g7

JUNE 30, 2012

n

-—--CURRENT PERIOD---- ----YEAR TO DATE--~=-~
AMCUNT PCT. AMOUNT PCT.
NET PROFESSIONAL FEES $134,024.06 100.00 %  $281,309.66 100.00
OPERATING EXPENSES
PERSONNEL: EXPENSE 40,182.99 29.98 69,623.76 24.75
CTHER QUISIDE SERVICES 16,469.42 12.29 25,169.78 8.95
RENT 30,000.00 22.38 60,000.00 21.33
UTILITIES 6,275.26 4.68 8,669.29 3.08
DEPRECIATION 158.10 .12 2,545.289 .90
REPATIRS & MAINTENANCE 7,124.21 5.32 13,316.70 4.73
MATNTENANCE CONTRACTS 927.75 .69 6,051.27 2,15
BANK CHRRGES 124.72 .09 234.82 .08
OFFICE SUPPLIES 1,531.16 1.14 1,891.92 .67
RADVERTISING .00 .00 550.00 .20
TRAVEL EXPENSE 292.84 .22 292,84 .10
MEALS 304.72 .23 490.01 .17
TELEPHONE .00 .00 131.69 .05
CONTINUING EDUCATTION 1,082.40 .81 1,584.25 .56
PRACTICE DEVELOPMENT 845.10 .63 909.75 .32
SURGICAL/MEDICAL SUPPLIES 23,201.10 17.31 37,013.76 13.16
DUES AND SUBSCRIPTTONS ©81.00 .73 1,131.00 .40
OTHER INSURENCE .00 .00 2,555.00 .91
TAXES & LICENSES 2,400.00 1.79 9,094.98 3.23
ACCOUNTING FEES 1,250.00 .93 1,250.00 .44
MISCELLANEQUS .00 .00 200.01 .07
REIMBURSED EXPENSES 24,302.28 18.13 37,603.32 13.37
TOTAL OPERATING EXPENSES 157,453.05 117.48 280,309.44 99.64
INCOME (LOSS) FROM OPERATICNS (23,428.99) (17.48) 1,000.22 .36
OTHER INCOME & (EXPENSE)
INCOME {LOSS) BEFORE TAXES (23,428.93) (17.48) 1,000.22 .36
NET INCOME (LOSS) $(23,428.99) (17.48)% $1,000.22 .36

SEE ACCOUNTANTS'

QOVPILATION REPORT
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ENT LASER& COSMETTC SURGERY LIC

STA’I'EMENT OF ASSETS, IIABILITIES, AND MEMBER'S EQUITY-INCOME TAX BASIS

-JUNE 30, 2012

tktkk A G QG E T 8 *&kk%

CURRENT ASSETS
CasH
ACCOUNTS RECEIVABLE
TOTAL CURRENT ASSETS
PROPERTY, PLANT & EQUIPMENT
EQUIPMENT ' _ '
LEASEHOLD IMPROVEMENTS
OTHER DEPRECIABLE ASSETS

1ESS: ACCUMULATED DEPRECIATION

«xx* LIABILITIES AND MEMBER'S

CURRENT LIABILITIES
PAYABLE ENT

————— MEMBER S BOUTTY

$53,112.75
15,348-21
68,460.96

87,756.78
13,642.30
3,000..00
104,399.08

{100,620.69)
3,778.38

$72,239.35

$181.25
PAYABLE TO CFLP 2,250.00
TOTAL CURRENT LIABILITIES 2,431.25
IONG-TERM DERT ‘ILESS CURR. PORTION
TOTAL LIABILITIES 2,431.25
CAPITAL CONTRIBUTICHN-CANONICO 68,807.8BB
CORRENT YFAR NET INCOME (LOSS) 1,000.22
TOTAL EQUITY 69,808.10
$72,232.35

SEE ACCOUNTANTS' COMPTILATION REPORT

EQUITY*



101 Attachment C.0D.7.d

STATE OF TENNESSER
DEPARTMENT OF BEALTH

DIVISION OF HEALTH CARE FACILITIES
WEST TENNESSEE REGIONAL OFFICE
2975 Highway 45 Bypasg, Suite C
Jackson, Tennessee 38305
Telephone: (731) 984-9684
Faxe (731) 512-0063

- March 26, 2612

© MB&. Linda Anderton, Administeator
'~ The Center for ENT, Laser & Cosmetic Surgery LLC'
* 310 Colloredo Bonlevard, Suite B
. Shelbyville, TN 37160

gy RE: Recertification Survey
: ... CCN 440001127

" Dear Ms. Andegton:
7. The West Tennessee Regional Office of Health Care Facilities coriducted ® recertification survey
L. at your facility March 21, 2012, We are pleased to inform you that no deficiencies were cited
- on the survey. A copy of the results is enclosed for your records.

* fhank you foit your cooperation showr during the survey.  If wemay be of assistance o you,

) pleasado not hesitate fo call.
L eiestelyy © e TN 0 R T L

9/24/2012
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PRINTED: 03/26/2012

DEPARTMENT OF HEALTH AND HUMAN SERVICES ' _ FORM APPROVED
CENTERS FOR MEDICARE & MEDICAID SERVICES " OMB NQO, 0838-0381
STATEMENT OF DEFICIENCIES {X1) PROVIDER/SUPPLIER/CLIA {X2) MULTIPLE CONBTRUCTION . {X3) DATE SURVEY
AND PLAN OF GORRECTION IDENTIFICATION NUMBER: X ‘ COMPLEYED
. . A BUILDING
\ ; 44C0001127 8, wye . 03/21/2012
NAME OF PROVIDER OR SUF'F_'UER . - STREET ADDRESS, CATY, STATE, 2IP CODE "
' N * 310 COLLOREDG BLVD, SUITE B
CENTER FOR ENT L.A,ISER.& COSKETIC SURGERY : SHELBYVILLE, TN 37160
o) SUMMARY STATEMENT OF DEFICIENCIES D PROVIDER'S PLAN OF CORRECTION (5
PREFIX {EACH DEFICIENCY MUST BE PRECEDED BY FULL PREFIX (EACH CORRECTIVE ACTIONSHOULD BE - | COMPLETION
TAG REGULATORY OR LSC IDENTIFYIAK INFORMATION | TAS CROSS-REFERENCED TO THE APPROPRIATE DATE
. ) \ DEFICIENGY)
Q999 | FINAL OBSERVATIONS QEo9n
This facility complies with ail requlremsats for
parficipatiah reviewed for Ambulatory Surgery
Centers during the recertificalion survey
~{ corducted on 3/21/12. No deficiencies were
cited. .
Yo ! +.
- CREDRRTORY GIREGTORS OR PROVIDER/SUPPLIER REPRESERTATIVES SIGNATURE TLE. T ) DATE

T daficlanty stirtiment énding with an esterisk {*) denotas & deficiancy which the Institution may b excusad from cormscting providing it Is determined &hat
L &@Eﬁgm pravide sufficient protection i the pationts. (See inatiuclions.) Fxcepl for nuralng hames, dhe fndings stafed above ara disclosabls 60 days
-~ folidwing th daite of surviy whatheror not & plan of cormaction is provided. For nureing homes, the abova findings and plans of correction sra dlaclonebla 14
" deyi foligwing the dato thees docurtients are mada avafieble to the fuciliy. K défickencies ura oftedd, an approved plsn of comaction ks regwisite o confinusd

program pardolpstian.

“FORM CMS-2567(02-98) Previous Varsions Obzatets Evar 10: (88511 Faclity ID; THPS35126 tf continuation sheat Page 1 of 1

9/24/2012
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i

!
é ACCREDITATION 45SGCIATION
for AMapULATORY MEALTH CARE, INC.
i
Februzry 73, 2010 |
Organizarion # : 87021 Acerefiftation Expivest  Decembey 2, 2612

|
i ; The Cemter tor ENY, Lasct & Cozmetic Smepery, L1LG
Address: i 240 Colleroda Raunlevard, Seite B
i j Sheibyyille, TH 37160

Decision Recipieot?:.  Damgnic M. Caugaico, MDD Survey Cheic  Tegas Gustavson, RN, RSN
Linds Andertow, BN

1
i

Survey Bates: | December 2, 2004
1

Tris u pleasure to inform yau thes the Accreditation Avseointkn for Ambmlsey Heslth Gare, Yot {AAAHC)
Actreditation Committes has gwanded The Center for ENT, Lasot & Cosmetic Surgery, LLT, 5 three-year term
of acareditation, | ’

3 .
Granting socreditatibn reflacts canfidence, based on: evidance from This recan survey that yout moet, and will centingg
ta demonstrate duodghaout the accredilsion term, the stwilnzes of e seenvditshle orgmeization ns reflocted in the
standards fonnd in (e decreditarion Hand5ook for Ambnlstory Health Cors. The déditation and effon necessary for
iy orpanization to bé socreditad iy snhatamnial and the complimace with those standsrds fimlios 3 eommitnaat ta
cantinual seif-svafuarion il contimuous fnyrovement.

|
Members of your organizetion showld take time to reviewr the entlossd Survey Report

4 Auy siindefdmarked "BCH (Parsially Compllant) oc “NC™ (Non-{amplisnt) must be comrested peomgtty.
Subsequant Surveys by the AAAHC will seek evidanco thar deficiencles feom this survey wers addressed
withor delay,

* The Suminayy Tuble provides an owerview of complisnce far eagh chaprer mpplicable to ths organtestion.
gupmm-mm should be plven 1o chipters madeed "BC" (Porisily Complisat} er '"NC™ (Noa-

ompliant}.:

. Mngmdxmcwgnhgmofnirm periodically revitw the Suriey Report o eanurs the
vrgmnizatiod's ongohg compliaace with the standards thranshout the teem of sorraditaion.

v Siserments b the “Consulentive Commetits” stetions of the report tepresent the educsrional samponest of the
survey, Suzh commisrgs may provide supgusted ppproaches B sorrecting identificd defitlencies,

1
AAATIC policies snd procedores and standards fict sovised oo mm aniua] basls, suc revislons become effective
March | each year, Avaedited organizatione e rerived 1o maintain their operations in pontplines Wit tha ojurent
AAAHC standarde apd policiaa, Therafire, the otgealzation is ansowraged 10 visit the AAAHG wabsit,

Wy aaghe, org. ruxigt&mmu‘mmtan any revisions W AAAHC policles andt procedures mnd steadards,

We hope the survey bas been bineficial 16 yonr orgeadzation do identifyiog [t strengths and opportumittes to isaprove,
AAAFIC orasts Gaat you will continye @ find the scoredination axparicays mesaingful, not qoly from the beacfit of
having exvefilly seviewzd yomr own cperation, but filkeo from the recagnition brought forth by yone participation in
this urvey provess, |

i3 07

Ifyon iave RRY QUESHONS oT COMMERLs abDd 8y poiin of 0 ZEFeAiiion frncess, pIeass coiat tE AZAHG
Acereditation, Berviess deparoment st (847) §53-6060.

Lespemag thhC-nGuﬁr'IWAmndw - Cid Orehaed Road, stree ana i ': I 3T e
| 4 809 OK Shabic, Dot o Wal03G 0T 4L D

EF

9/24/2012



, W2 60T (5 by 35
L ‘ =L
ACCEENITATION 458GCIATION
for amnHATORY HEALTH CARE, INC,
1
February 23, 2010 |
Organizamion #2 - §7021 Accrrditstion Expives;  Decomber 3, 2612
|
Omgeniapiio: |, The Cemter fax ENY, Laser & Cosmatie Smrpery, LLG
Address: {310 Collarede Boukovard, Ssite B
City, Stte, Zip: | Shelbyville, TN 37169
Decigion Resipient,  Dameuic M. Crogmico, MDD Survey Cheie  Teaas Guetawson, RN, BSW
Survey Comract: ; Linda Anderton, BN
|
Sarvey Bates: | Decomber 2, 508
i

Tris & pleasure tn inform you thia the Acceditesion Avsocistim for Ambnlyny Heslth CGux, fot. {AAATC)
Actredition Commities hua awandsd The Center for ¥NT, Lasar £ Cosmetic Sargery, LLE, = three-yaar tarm
of secroditation, ' .

2.
Griming accrediintidn reflects confidence, basad on evidence from this recémi sarvey ths you ivet, and witl continme
0 demonstrafe ot e sccreditefion tomm, e atrliens of an secreditsbis srpaization as reflscied in the
statdards found in e Aeereditarion Handbaok for Ambuistory Health Cara. The dedication snd offart seasary fivr
ay orpanization to bd rcoredined i5 sobertial and the complimce with those standards iitglies 2 commiment ta
comtifual seif-evaludiioet and coatimous feyravement.

Memtrrs ofmmé:mhmhm shoudd take e 1o tevievr the entlnsed Survey Repart

& Any standafd marked "POY (Pastially Comphians) or “NC” (Ron-Camplimt) st b cotzested prompty.
Subsequent Sirveys by the AAAHC wilt seek evidenca thar deficiencles foom ik survey wess eddreased

»  The Sumingy Tuble provides s nvweview of complinncs far each chapter spplicabls to the organiztion.
(]Enphasis for avention should be plven to chapiers marked “"PC” (Paticlly Complwad} or "NC™ (Noa-

Jempliang).:

¢ Axsfuide dr fie cugting process ofseifevalsation, partodicslly todew e Smrvey Reput 0 caxurs the
prpmizadon’s omgofg complirace with the shndands thronghout the teem of gocredition.

«  Statemests b the “Consubatve Ooltiments” #<tions nf the report represent the educarional rempaneat of the
survey, Such commarss may provide supgusted epproachss fix sorrecting ideatifica deficlencies.

!
AAATC policies and pronedarus and atandacds aco sevised on, i anting] besks, quelt revisions hecome effctive
Warch § each yoar, Acoredited organizations are regnired $0 maitain their operativns in complimse with tha ourent
AAAHC shandards apd policies. Therefure, the organlzation is ancomaged 1o visit the ARATG wabdie,
wwpiaehe.orge, S infarmetica pertaining ta any revisions o AAARC policles and procedures and steadards,

{

We hopo the survey ias bees baneficial 16 vour orgentzation in identifyving [t strenpths and oppestunitles 1a irsprove,
AAXFIC musts fiial you will continue ta find the accreditstion exparitnce mesningful, not gty froms the beackit of
Having esrefully rovicwsd ynor own aparation, but slse fom the recagaition brought forh by your pargcipation in
thig survcy process, '1

= i - .
I you have asy questions ot cormeats about €y portinn of the aocreditation process, pleass eomact the AAKHC
Accreditmion: Servidey deparcniont st (847) 8536060

1

BT irev e ER

hmﬁnh;magﬁgiwww ;ru{fdm—mmm WEI01G 016 4 g
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106 SUPPLEMENTAL-#1
November 26, 2012

AFFIDAVIT 03:10pm

2012 NOU 27 PM 3 16

STATE OF TENNESSEE
COUNTY OF DAVIDSON

NAME OF FACILITY: The Center for ENT, Laser, & Cosmetic Surgery (CN1210-054)

I, E. Graham Baker, Jr., after first being duly sworn, state under oath that I am the
applicant named in this Certificate of Need application or the lawful agent thereof, that I
have reviewed all of the supplemental information submitted herewith, and that it is true,

accurate, and complete to the best of my knowledge, information and belief.

édﬁ/io’// n— /SZ//% 0 Attorney at Law

ure/Tltle

Sworn to and subscribed before me, a Notary Public, this 27™ day of November,
2012; witness my hand at office in the County of Dav1dson State of Tennessee.

Aoduau &

NOTARY PUBLIE
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CN1210-054 November 26, 2012
03:10pm
1. Section A, Item 13

Are there other TennCare MCOs available in the service area other than the ones
mentioned by the applicant?

Response: According to the TennCare website, AmeriChoice, AmeriGroup and TennCare
Select operate in this section of Tennessee. We have contracts with AmeriGroup and TennCare
Select. AmeriChoice is actually now called Community Plan. It is administered by UHC so it is
referred to as UHC Community Plan, with which we also have a contract.

Page 1
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03:10pm
2. Section B, Item II. (Project Description)

What is the square footage of each of the operating rooms? Will these rooms be
large enough to accommodate the equipment needed to perform orthopedic
surgeries? Will all types of orthopedic surgery be performed or will it be limited to
certain types of orthopedic surgery.

Response: The two existing operating rooms (403 GSF each) are large enough to accommodate
the equipment needed to perform orthopedic surgeries. The largest single piece of equipment is
the C-Arm. All types of orthopedic surgery will be performed, so long as such surgery can be
performed in an outpatient setting.

According to the applicant facility’s Joint Annual Report (JAR) the ASTC has
essentially only performed ENT procedures for at least the past four years. Why
has the applicant facility not performed laser, cosmetic, or ophthalmologic surgery
in the last several years?

Response: Ophthalmologic surgery was performed at our center a few years ago. At that time,
we found the revenue margin to be low due to relatively low utilization and our having to lease
mobile ophthalmology equipment at that time. That particular ophthalmologist left the county.
Currently, the only ophthalmologist in Bedford County has a main office in Tullahoma and we
believe he utilizes an ASTC there. He has been approached about doing procedures at our
facility and apparently has no interest. The local optometrists are referring to an ophthalmologist
who is doing cases at a Smyrna hospital.

The only plastic surgeon in Bedford County in the past few years is leaving the area. One
(general/cosmetic) surgeon was on our staff, but he could not perform general surgery at our
center. He evidently decided to perform all of his surgeries elsewhere until he left the area in
2011.

The current JAR for July 1, 2011 — June 30, 2012 will reflect cosmetic surgery cases that have
been performed during that reporting period.

Since the applicant facility has not been providing these types of surgery, what is the
rationale to add orthopedic and podiatric surgery?

Response: Since the establishment of this ASTC, many surgeons in the area have requested to
perform procedures in an outpatient setting. Several reasons were given, including but not
limited to, physician preference (ease of scheduling and providing the service), patient
preference (not having to go to the hospital, thereby avoiding scheduling problems and higher
costs/co-pays), and insurance provider preference (lower costs than procedures performed in a
hospital setting). On one occasion, the Applicant applied for and was granted a CON to remove
its limitations, and become a multi-specialty. As would be expected, the local hospital opposed
that application, and petitioned for a contested case on the matter. Ultimately, the Applicant
decided to voluntarily surrender the approved CON. At the same time, the hospital agreed to
allow the Applicant to add the 2" OR and add ophthalmology, since the emphasis on removing
the limitations was to allow a local ophthalmologist to perform outpatient surgeries at our ASTC.

Page 2
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Mr. E. Graham Baker, Jr. 109

November 27, 2012
Page 3

Over time, the hospital “moved” to a new location and attempted to improve the scheduling of
surgeries at the hospital. Over that same time, it became apparent that local surgeons and their
patients were still having similar il not the same problems as just mentioned above. Two local
surgeons — one an orthopedic surgeon and the other a podiatrist — have very active practices and
have repeatedly asked the Applicant to allow their respective surgeries to be performed at our
ASTC. Obviously, such requires approval of a Certificate of Need. The instant application is
that request.

Several surgeons who wanted to perform surgeries at our ASTC have left the area and no longer
practice in Shelbyville. For example, Dr. Harris, a general/cosmetic surgeon, was on staff briefly
from Oct — Dec 2011 but then moved to Seattle due to lack of cosmetic cases and the fact he
could not supplement his income with general surgery cases at our center.

What are the applicant’s recruitment plans to bring orthopedists and podiatrists
onto the ASTC’s medical staff? Does the applicant intend to recruit plastic
surgeons and/or ophthalmologists to utilize the ASTC? Please complete the
following chart:

Current and Proposed Applicant ASTC Medical Staff

Physician Name Specialty Current Proposed | Admitting Privileges
Staff Staff at Local Hospital
(Yes or|(Yes or|(YesorNo)
No) No)

Domenic Canonico, MD | ENT Yes Yes Yes

Wayne Mosley, MD Orthopedics | No Yes Yes

Russell Oliver, MD Podiatry No Yes Yes

Response: The chart above has been completed. Dr. Canonico is the only surgeon on staff at
present. There are no immediate plans to actively recruit more surgeons to the active staff of the
Applicant’s ASTC, other than the two mentioned surgeons. As more surgeons locate to the area,
such surgeons will be allowed to apply for staff privileges with the Applicant, provided the
Applicant has been approved to allow such procedures to be performed and other expected
preliminary review and approval by the medical community.

According to the applicant’s 2011 JAR there were 374 patients that had 1,789 ENT
Procedures. That works out to 4.78 procedures per patient. Please explain why
there are this many procedures per patient.

Response: Ninety percent of the procedures that are performed in ENT are bilateral procedures
and there are numerous CPT codes involving the paranasal sinuses. Therefore, one patient
might, and usually will, have several procedures performed during one encounter.
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3. Section C, Need Item 1 (Specific Criteria ~ASTC) 1.d.
Please provide this information in terms of cases/encounters.
Response: Please see following charts by cases/encounters for pages 1 & 2 of Specific Criteria:
The Center for ENT, Laser & Cosmetic Surgery, LL.C
County/Facility ORs # Pts $ Avg $ Avg $ Avg
Gross Deduct Net
Bedford
Center for ENT, Laser, Cosmetic 2 374 4,463 3,128 1,135
Patient Charge Data/Utilization, ASTCs
Service Area, 2011
County/Facility ORs # Pts Avg $ Avg $ Avg $ Avg
Pts/OR Gross Deduct Net

Bedford
Center for ENT, Laser, Cosmetic 2 374 187 4,463 3,128 1,335
Coffee
Center for Day Surgery 1 1,193 1,193 2,847 1,990 857
Crown Surgery Center 4 274 69 2,703 1,802 901
Tullahoma Surgery Center 3 5,079 1,693 1,764 1,079 685
Community Cancer Center* N/A N/A N/A N/A N/A N/A

Source: Applicant reflects Calendar Year Data, Joint Annual Reports for ASTCs, 2011

(no ASTCs in Lincoln County)

* Not Applicable, as this facility is a radiation oncology center

Note:
procedures

The above charts are based on the total number of patients seen, not the number of
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4. Section C, Need Item 1 (Specific Criteria —~ASTC) 3.

Please provide the following information:

Approximate distance and travel time to Applicant Facility

Hospital Travel | Distance
Time (Miles)

| Heritage Medical Center 11 mins 5.5

Harton Regional Medical Center | 25 mins 16.5

United Regional Medical Center | 45 mins 29.4

Medical Center of Manchester 45 mins 33.8

Lincoln Medical Center 38 mins 27.2

Response: The chart above is completed. It is noteworthy that Heritage Medical Center built a
new facility equidistance from Shelbyville (where the “old” hospital was located) and the
Rutherford County line. In effect, the “new” hospital is closer to Murfreesboro than many
Bedford County residents.

Page 5
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The Center for ENT, Laser & Cosmetic Surgery

CN1210-054 November 26, 2012
03:10pm

5. Section C, Need Item 1 (Specific Criteria —ASTC) 4

Please provide this information in terms of cases/encounters.
Response: Please see following chart by cases/encounters for page 5 of Specific Criteria:
Patient Charge Data/Utilization, ASTCs
Service Area, 2011
County/Facility ORs # Pts Avg $ Avg $ Avg $ Avg
Pts/OR Gross Deduct Net

Bedford

Center for ENT, Laser, Cosmetic 2 374 187 4,463 3,128 1,335

Coffee _

Center for Day Surgery 1 1,193 1,193 2,847 1,990 857

Crown Surgery Center 4 274 69 2,703 1,802 901

Tullahoma Surgery Center 3 5,079 1,693 1,764 1,079 685

Community Cancer Center* N/A N/A N/A N/A N/A N/A

Source: Applicant reflects Calendar Year Data, Joint Annual Reports for ASTCs, 2011

(no ASTCs in Lincoln County)

* Not Applicable, as this facility is a radiation oncology center

Note:
procedures

Page 6

The above chart is based on the total number of patients seen, not the number of
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6. Section C, Need Item 1 (Specific Criteria —~ASTC) 5
Please provide this information in terms of cases/encounters.
Response: Please see following chart by cases/encounters for page 6 of Specific Criteria:
Utilization Data, Hospital Outpatient Surgery
Service Area, 2011
County/Facility ORs | Ded OP | #Pts Avg | #
ORs Pts/OR | Encounters
@
Bedford
Heritage Medical Center 3 1 2,349 783 2,349
Coffee
Harton Regional Medical Center (1) 7 2 5,816 831 5,816
Medical Center of Manchester  (2) 2 2 492 246 492
United Regional Medical Center (3) 2 3 533 267 533
Lincoln
Lincoln Medical Center 2 0 770 385 770

Source: Joint Annual Reports for Hospitals, 2011 Provisional, Outpatient Only, for Patients

NOTES: (1) Harton Regional Medical Center reported (on JARs) 7 inpatient plus 2 dedicated
outpatient surgery suites. Contact indicated that it has a total of 9 operating rooms, with 2

being dedicated to outpatient surgery.

(2) Medical Center of Manchester reported (on JARs) 2 total ORs, with both being dedicated to
Outpatient Surgery, yet performed surgery on inpatients. Contact indicated a total of 2 ORs,
and both inpatient and outpatient surgeries are scheduled in both ORs.

(3) United Regional Medical Center reported (on JARs) 2 inpatient plus 3 outpatient ORs on
JARs, yet when contacted stated they had a total of 2 ORs — one sterile OR plus one clean

procedure room.

(4) The Applicant understands that the number of patients is equal to the number of encounters,

and above figures are so reported.

Page 7
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W Section C, Need Item 1 (Specific Criteria —~ASTC) 7

Please provide this information in terms of cases/encounters.
Response: The Applicant conservatively projects seeing 602 and 646 patients during the next

two years of operation. Based on those projections, the quarterly projections would be as
follows:

1 144 5" 160
2" 146 6" 161
34 152 7" 162
4t 160 8" 163

Page 8
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8. Section C, Need Item 4.A.

115

SHERLEMENTAL- # 1

November 26, 2012

Please revise your projected population totals to reflect Year 2016.

TennCare enrollee information for the service area counties was not included.

Please provide this information.

Response: Please see charts below:

Population Estimates/TennCare Enrollees
for Primary Service Area and State of Tennessee

State/County | 2014 Pop. | 2016 Pop. | 20142016 | TennCare
Change Enrollees
Bedford 49,718 51,282 3.2% 10,562
Coffee 55,790 56,774 1.8% 11,065
Lincoln 34,548 34,940 1.1% 6,607
Service Area 140,056 142,996 2.1% 23,234
Tennessee 6,470,546 6,575,165 1.6% 1,206,538

Source: Population Estimates and Projections, Tennessee Counties and the State,
2010-2020, Office of Health Statistics, Bureau of Health Informatics, Tennessee
Department of Health; TennCare Enrollees as of March 15, 2012 (latest data)

Population 65+ for Primary Service Area and State of Tennessee

State/County | 2014 Pop. | 2016 Pop. 2014 Pop. 2016 Pop. 2014-2016
65+ 65+ % 65+ % 65+ Change
| Bedford 5,970 6,273 | 12.0% 12.2% 5.1%
Coffee 9,283 9,708 16.6% 17.1% 4.6%
Lincoln 5,994 6,266 17.3% 17.9% 4.5%
Service Arca 21,247 22,247 15.2% 15.6% 4.7%
Tennessee 931,676 | 987,074 14.4% 15.0% 5.9%

Source: Population Estimates and Projections, Tennessee Counties and the State,
2010-2020, Office of Health Statistics, Bureau of Health Informatics, Tennessee
Department of Health.

Page 9
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9. Section C, Need Item 4.B.

Please discuss the proposed project’s impact on TennCare enrollees and the
Hispanic population and any other particular groups that may benefit from the
proposed project.

Response: We have quite a number of patients that come from surrounding counties due to
limited number of ENT physicians in the area that take TennCare patients. Further, we also have
a very large Hispanic population in the area, so two of our ENT clinic staff members are
available to translate when there is a need. We have maintained interpretors at our clinic for
years.

Our clinic is located very close to the site of the “old” hospital in downtown Shelbyville. This is
in an area with low income housing, and many of our patients simply do not have the economic
resources to travel to the current hospital for care. The current hospital relocated a few years
ago, and its site is equidistant from Shelbyville and the Rutherford County line. In effect, the
“new” hospital is closer to Murfreesboro than many Bedford County residents. As a result, the
hospital is not as accessible to most of our patients, and to most low-income patients, in Bedford
County. We take care of these low-income patients.
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10. Section C, Need Item 5
Please complete the following tables:
Facility/Specialty "ENT Laser | Cosmetic | Ophthalmology | Orthopedic | Podiatry | Other T?a_cility
Total
Ctr. for ENT, Laser,
Cosmetic
2009 Patients 383 0 0 0 0 0 0 383
2010 Patients 400 0 0 0 0 0 0 400
2011 Patients 374 0 0 0 0 0 0 374
’09-11 % Change -2.3% 0% 0% 0% 0% | 0% 0% | -2.3%
% Facility Total (2011) | 37.7% 0% 0% 0% 0% 0% 0% 5.4%
% of GIfG* (2011) 23.4%
Ctr. for Day Surgery
2009 Patients 581 0 124 438 0 0 0| 1,143
2010 Patients 650 0 100 419 0 0 2| 1,081
2011 Patients 619 0 96 478 0 0 0| 1,193
’09-"11 % Change 6.5% 0% | -22.6% 9.1% 0% 0% 0% 4.4%
% Facility Total (2011) | 62.3% 0% 100% 26.8% 0% 0% 0% | 17.2%
% of GIfG* (2011) 149.1%
Crown Surgery Ctr.
2009 Patients 0 0 0 0 0 0 577 577
2010 Patients 0 0 0 0 0 0 350 350
2011 Patients 0 0 0 0 0 0 274 | 274
’09-"11 % Change 0% 0% 0% 0% 0% 0% | -52.5% | -52.5% |
% Facility Total (2011) 0% 0% 0% 0% 0% 0% 7.7% 4.0%
% of GfG* (2011) 8.6%
| Tullahoma Surgery Citr.
2009 Patients 0 0 0 1,202 307 0| 4,525| 6,034
2010 Patients 0 0 0 1,111 301 0| 4,082 5,494 |
2011 Patients 0 0 0 1,307 422 59 3,291 | 5,079
’09-’11 % Change 0% 0% 0% 8.7% 37.5% 0% | -27.3% | -15.8%
% Facility Total (2011) 0% 0% 0% 73.2% 100% 100% | 92.3% | 73.4%
% of GIG* (2011) _@

*Calculated as follows: (Cases / (800 X # of Operating and Procedure Rooms)) X 100%.

Guidelines for Growth utilization standard of 800 cases per operating/procedure room
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Page 12
Hospital ’09 Outpt ’10 Outpt ’11 Outpt ’09-11 %

S | Encounters | Encounters | Encounters | Change

Heritage Medical Ctr. 1,550 1,738 | 2,349 51.6%
Harton Regional Medical Ctr. 4,050 4,525 5,816 43.6%
Medical Ctr. of Manchester 720 493 492 -31.7%
United Regional Medical Ctr. 0 1,328 533 0.0%
Lincoln Medical Ctr. 895 719 770 -14.0%

Response: The charts above are completed. United Regional Medical Center’s percent of

change from 2009 to 2011 cannot be computed.
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11. Section C, Need Item 6

Facility/Specialty | ENT | Laser | Cosmetic | Ophthalmology | Orthopedic | Podiatry | Other | Facility
(— Total

Center for ENT,
Laser, Cosmetic

Year 1 Patients 342 1248 12 602
Year 2 Patients 358 270 18 646 |
% Facility Total | 55.4 41.8 2.8 100.0
(Year 2)

% of GfG* (Year

2)

Response: The above chart is completed. Note that podiatry anticipates performing two
procedures per patient. Therefore, the number of podiatry patients will be one-half the number
of procedures noted elsewhere (Year 1, 12 patients = 24 procedures; Year 2, 18 patients = 36
procedures). Orthopedic anticipates one procedure per patient, and ENT anticipates multiple
procedures per patient.

Finally, the 80.8% figure represents 646 patients, as compared to the 800 procedures called for in
the Guidelines for Growth.
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12. Section C. Economic Feasibility Item 2 (Funding)

According to the applicant’s unaudited balance sheet of June 30, 2012, the applicant
facility reported cash available under current assets as $53,112.75. The estimated
cost of the proposed project is $93,000.

Response: Please see attached letter.
Please provide a letter from the applicant’s accountant or banker attesting to the
fact that the applicant has the funds available to cover the proposed project’s
$93,000 cost.

Response: Please see attached letter (Supplemental C.EF.2).
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13. Section C. Economic Feasibility Item 4 (Historical Data Chart)

The gross revenue should have most likely been placed in the “Outpatient Services”
line.

Please make the necessary corrections and submit a revised Historical Data Chart.

Response: Please see revised Historical Data Chart page 32-R
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14. Section C. Economic Feasibility Item 4 (Projected Data Chart)

The gross revenue should have most likely been placed in the “Outpatient Services”
line. |

Please make the necessary corrections and submit a revised Projected Data Chart.

Response: Please see revised Projected Data Chart page 33-R
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15. Section C. Economic Feasibility Item 4 (Other Expenses)

There appears to be some minor calculation errors in the 2009 and 2011 columns of
this chart. Please make the necessary corrections and submit a revised “Other
Expenses” Chart.

Response: Please see revised “Other Expenses” Chart page 34-R
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03:10pm
16.  Section C. Contribution to Orderly Development Item 1.

Please provide copies of the transfer agreements with the hospitals.
Response: Please see attached transfer agreements. Note that the hospital was known as

Bedford County Medical Center at that time, and that our center was known as Shelbyville
Surgery Center at that time. The name changes do not affect these agreements.
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17. . Section C. Contribution to Orderly Development Item 3.

According to the 2011 JAR the applicant facility has one Board certified
anesthesiologist on staff. Will this physician be providing anesthesiology services to

orthopedists and podiatrists as well?

Response: Yes.
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126 SUPPLEMENTAL-#1
21 PR3 18 Docas, WARIEber 26,2012

& WILKERSON, P.C..

Certified Public Accountants

November 26, 2012

Melanie Hill, Executive Director

Health Service and Development: Agency
500 Deaderick Street

Nashville, TN 37243

RE:  The Center for ENT, Laser and Cosmetic Surgery
FEIN # 62-1765762
CON Section C, Economic Feasibility Item 2 (Funding)

Dear Ms. Hill,

The funding in the amount of $93,000 for the above referenced CON Project to add orthopedics and podiatry
services will be obtained from other sources, including companies which are owned or controlled by Dr.,
Domenic C. Canonico.

Should you need further information, please contact me at any time.

Sincerely,

g?’h%w /Q’, éf"rﬁ’

Robert M, Duncanidr., CPA

Carthage: 302 North Main Street Q P.0. Box 337 O Carthage, TN 37030 O 615-735-1139 0 Fax 615-735-2420
Cookeville: 228 East Broad Street (1 Suite 200 Q Cookeville, TN 38301 0 931-528-1545 O Fax 931-526-3597
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WEEKS & ANDERSON

An Association of Attorneys

2021 RICHARD JONES ROAD, SUITE 350 .
NASHVILLE, TENNESSEE 372152888 10y 29 M [0 148
TELEPHONE 615/383-3332

FACSIMILE 615/383-3480
KENT M. WEEKS F. B. MURPHY, JR.
ROBERT A. ANDERSON E. GRAHAM BAKER, JR.

DIRECT TELEPHONE NUMBER: 615/370-3380

November 29, 2012

Mark A. Farber
Assistant Executive Director _
Tennessee Health Services & Development Agency

500 Deaderick Street, Suite 850
- Nashville, TN 37243

RE:  Supplemental Information: Certificate of Need Application CN1210-054
The Center for ENT, Laser, & Cosmetic Surgery

Dear : Mark:

Enclosed are three (3) copies of responses to your second supplemental questions regarding the
referenced Certificate of Need application. If you have any additional questions, please contact
me.

Sincerely,

; {;;./fw.....

raham Baker, Jr.

/np

Enclosures as noted
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AFFIDAVIT |
012 1oV 27 M0 48

[V S

STATE OF TENNESSEE
COUNTY OF DAVIDSON

NAME OF FACILITY: The Center for ENT, Laser, & Cosmetic Surgery (CN1210-054)

I, E. Graham Baker, Jr., after first being duly sworn, state under oath that I am the
applicant named in this Certificate of Need application or the lawful agent thereof, that I
have reviewed all of the supplemental information submitted herewith, and that it is true,

accurate, and complete to the best of my knowledge, information and belief.

ﬁ M' @’L«-K jb?’dj- 4Attornev at Law

r{,/T itle /

Sworn to and subscribed before me, a Notary Public, this 29" day of November,
2012; witness my hand at office in the C ounty of Davidson, State of Tennessee.

ﬂ&oﬂmu 5’9 *

NOTARY PUBLIC
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1.  Section C, Need Item 5 SUPPLEMENTAL

It appears that the applicant misinterpreted the intent of the “%Facility Total (2011)”
rows. The information provided is actually a “%Specialty Total”. A “% Facility
Total” would identify the percentage of total facility volume that each specialty
represents. For example in 2011 the % Facility Total that ENT represents is 100%.
Please make the appropriate changes to the chart below:
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e SUPPLEMENTAL

Facility/Specialty ENT Laser | Cosmetic | Ophthalmology | Orthopedic | Podiatry | Other | Facility
Total

Center for ENT, Laser,
Cosmetic
2009 Patients ) 383 0 0 0 0 0 0 383
2010 Patients 400 0 0 0 0 0 0 400
2011 Patients 374 0 0 ) 0 0 0 0 374
’09-’11 % Change -2.3% 0 0 0 0 0 0 -2.3%
% Specialty Tot (2011) 37.7% 0 0 0 0 0 0 5.4%
% Facility Tot (2011) 100% 100%
% of GfG* (2011) 23.4%
Center for Day
Surgery
2009 Patients 581 0 124 438 0 0 0 1,143
2010 Patients 650 0 100 419 0 0 2 1,081
2011 Patients 619 0 96 478 0 0 0 1,193
’09-"11 % Change 6.5% 0% -22.6% 9.1% 0% 0% 0% 4.4%
% Specialty Tot (2011) 62.3% 0% 100% 26.8% 0% 0% 0% [ 17.2%
% Facility Tot (2011) 51.8% 8.1% 40.1% 100%
% of GfG* (2011) 149.1%
Crown Surgery Center
2009 Patients 0 0 0 0 0 0 577 577
2010 Patients 0 0 0 0 0 0 350 350
2011 Patients 0 0 0 0 0 0 274 274
’09-’11 % Change 0% 0% 0% 0% 0% 0% | -52.5% | -52.5%
% Specialty Tot (2011) 0% 0% 0% 0% 0% 0% 7.7% 4.0%
% Facility Total (2011) 100% 100%
% of GfG* (2011) 8.6%
Tullahoma Surgery
Center
2009 Patients 0 0 0 1,202 307 0| 4,525 6,034
2010 Patients 0 0 0 1,111 301 0] 4,082 5,494
2011 Patients 0 0 0 1,307 422 59| 3,291 5,079
’09-"11 % Change 0% 0% 0% 8.7% 37.5% 0% | -27.3% | -15.8%
% Specialty Tot (2011) 0% 0% 0% 73.2% 100% 100% | 92.3% | 73.4%
% Facility Total (2011) 25.7% 8.3% 1.2% | 64.8% 100%

% of GfG* (2011) 211.6%

*Calculated as follows: (Cases / (800 X # of Operating and Procedure Rooms)) X 100%. GfG stands for
Guidelines for Growth utilization standard of 800 cases per operating/procedure room

Response: The above chart is completed.
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SUPPLEMENTAL
2.  Section C, Need Item 6

Your response to this item is noted. When does the applicant expect to reach the 800
case/room utilization standard?

Response: The Applicant anticipates reaching the 800 standard by the third year following
approval. -j ¥
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CN1210-054

, a) NTAL
3.  Section C. Economic Feasibility Item 4 (Other Expenses) SUPPLEMENT

The 2009 total for “Other Expenses” does not match the “Other Expenses” in the
revised Historical Data Chart. Please make the necessary corrections in either the

“Other Expenses” Chart or the Historical Data Chart.

Response: The “Other Expenses” chart has been revised. Please note that the 2011 total did not
match, either, but it has been corrected with this submission. See Replacement Page 34-R.
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